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FEET ON THE GROUND 


Net Sales and Revenues (MM) 





$36,157 $37,795 $36,067 


Worldwide net sales and 


Net Income* (MM) 





While down 11%, net income 
remained strong — reaching its 
second-highest-ever level in 
2014. Earnings per share were 
down 5%, benefiting from 
fewer shares outstanding. 


revenues decreased 5% in 2014 
compared with 2013 due to 
lower Agriculture & Turf sales, 
partially offset by higher 
Construction & Forestry sales 
and Financial Services revenues. 


2012 2013 2014 2012 2013 2014 * Net income attributable to Deere & Company. 








Shareholder Value Added* (SVA) (MM) 


Solid profits, plus the disciplined $1.79 $1.99 
use of assets and the skillful 
execution of business plans, 
yielded another year of impressive 
SVA performance. SVA represents 
operating profit less an 

implied charge for capital. 


Dividends Declared (U.S. dollars per share) 





During 2014, Deere boosted 
its quarterly dividend rate 

by 18%, to 60 cents per share. 
It was the 12th dividend 
increase since 2004. Over this 
time, the company returned 
more than half of its cash flow 
from operations to investors 
through dividends and share 
repurchases (net of issuances). 


$2,776 $3,390 $2,694 





2012 2013 2014 










* Non-GAAP financial measure. 
See page 15 for details. 
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About the Cover 


“Feet on the Ground” refers to our unrelenting drive for operational 
excellence and distinctive levels of quality in all our products, 
including the pictured 6170M utility tractor and F440R round baler. 
“Eyes on the Horizon” means looking ahead and making the 
investments necessary to meet the world’s growing need for food, 
shelter, and infrastructure. 


EYES ON THE HORIZON 


More Than 9.5 Billion: 
Estimated worldwide population by 2050 


Nearly 70% living in cities 


Experts project that the world’s expanding and 
increasingly urban population will enjoy higher living 
standards and diets that include more grain- 
intensive foods such as meat. In response, Deere 
will be called on to offer products and services 
that help meet the demand for more food, fuel, 
shelter, and infrastructure in the years ahead. 










Global Grain Demand (in millions of metric tons) 


2,500 + 








1999/2000 2002 
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Worldwide demand for grain 

(corn, rice, soybeans, and wheat) 

has climbed steadily in recent years 

and is up by approximately 40% since 2000. 


2005 2008 2011 2014 


Source: USDA WASDE report, August 2014. 





Capital Expenditures + Research & Development 
(in billions) 








$2.8 $2.6 $2.5 
R&D Spending $1.4 $1.5 
Capital Expenditures $1.4 $1.1 
2012 2013 2014 


Carrying out our growth plans requires an 
extensive commitment to advanced new products 
and efficient manufacturing capacity. This is 
illustrated by last year’s combined expenditure 
of $2.5 billion for R&D and capital projects. 





Production-class construction equipment such as the 
new 350-horsepower 1050K crawler dozer, introduced 
in late 2014, demonstrates Construction & Forestry's 
continued push into the large-equipment segment. 


CHAIRMAN’S MESSAGE 


Broad-Based Business Lineup, 
Skillful Execution Lead to 
Another Year of Solid Performance 


Though challenged by a weakening farm economy, John Deere 
had another good year in 2014. We recorded our second- 
highest-ever level of income, took further actions to expand our 
worldwide presence, and continued an aggressive launch of 
advanced new products. We also furthered our commitment to 
being a responsible corporate citizen and leading employer. 


Our results reflected the skillful execution of our business plans, 
which stress increasing our global customer base while keeping 
a tight grip on costs and assets. As a result, we believe 

the company is well-positioned to earn solid profits even in 

a softer agricultural environment and, longer term, to benefit 
from sweeping trends that hold great promise. 


For the fiscal year, Deere reported income of $3.16 billion on net 
sales and revenues of $36.1 billion. This represented a 5 percent 
decline in sales and revenues and 11 percent lower income 
compared with levels of 2013. Earnings per share were down as 
well, but by only 5 percent, reflecting the impact of fewer shares 
outstanding due to continued share repurchases. 


Last year’s results yielded healthy levels of economic profit, or 
Shareholder Value Added* (SVA), meaning profits stayed well 
above an underlying cost of capital. SVA — operating profit less 
an implied capital charge — is the primary measure used in 
managing the company and making investment decisions. 


SVA was $2.69 billion for the year while cash flow from operations 
totaled $3.53 billion. In addition to funding important projects, 
these dollars allowed us to return a record amount to investors 
through dividends and share repurchases. Since 2004, 

the company has increased the quarterly dividend rate on 12 
occasions and repurchased more than 200 million shares of stock. 


* SVA and OROA, referred to throughout this message, are non-GAAP financial measures. 
See page 15 for details. 


Setting new productivity standards, the 617-horsepower 

8600 forage harvester meets the challenging requirements of 
commercial-scale operations and contractors. Real-time 

crop monitoring works in both corn and grass, an industry exclusive. 





The company’s balance sheet has remained strong. At 
year-end, Deere carried some $5 billion of cash and securities. 
Our equipment operations had relatively low debt, while 
financial services continued to be conservatively capitalized. 


BROAD LINEUP MAKING IMPACT 

Although results were down, the Agriculture & Turf (A&T) division 
remained solidly profitable, with operating margins near 

14 percent. This performance was achieved in spite of a sharp 
decline in sales of some of our most profitable models of farm 
machinery. Further, Deere’s largest division brought important 
products to market and continued to broaden its customer base. 


In other businesses, Construction & Forestry (C&F) rebounded 
strongly. It was helped by a recovering U.S. economy, an improved 
market for forestry products, and an expanded product lineup. 
Of significance, the division started up two new factories in Brazil, 
one with joint-venture partner Hitachi. The nation is expected 
to play a central role in C&F’s growth ambitions. 


Deere’s financial-services unit posted record profits while 
providing competitive financing to our equipment customers. 
Net income climbed to $624 million as the loan and lease portfolio 


grew by more than $3 billion. Credit quality remained strong 
with the provision for loss equaling less than one dollar for each 
$1,000 of portfolio value. Over many years, Financial Services 
has proved to be a reliable source of profits and a major driver 
of John Deere equipment sales. 


PIVOTAL YEAR AHEAD 

While the company is well-positioned for long-term success, 
2015 is likely to be a year of challenge. Our financial forecast is 
calling for a significant reduction in sales and earnings, driven by 
sharply lower demand for agricultural equipment, especially 
larger, more profitable models. 


Despite the prospect of lower results, we do not view next year’s 
outlook as discouraging. That the company expects to remain 
solidly profitable in the face of such a slowdown speaks to the 
impact of our aggressive actions to control costs and assets 

and balance factory production with demand. It also shows 

the value of having a well-rounded business lineup that serves 


the needs of a broad and growing range of customers — 
from production farmers and dairy and livestock producers 
to homeowners and large property owners, as well as 
construction and forestry contractors. 


Allin all, 2015 promises to be a pivotal year, in which the 
investments and operating changes we've made — focused on 
developing a more flexible cost structure and a wider range 
of revenue sources — will be called on to keep our performance 
moving ahead. 


DEMAND GROWTH DRIVING PLANS 

Taking a longer view, we believe the future holds great 
opportunity. Despite ongoing geopolitical and economic 
tensions, global trends based on population growth and rising 
living standards remain powerful. True, economic growth in 
much of the world has slowed. However, projections for global 
population have edged even higher, to more than 9.5 billion 
by 2050. 
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Strong lumber prices and an improving U.S. housing market are fueling 
sales of forestry equipment, such as this 2154D forestry swing machine. 
By the use of different heads, this versatile machine can build 

logging roads, delimb trees, cut trees to exact length, or load logs. 


What's more, while crop supplies and prices sometimes vary 
widely from one year to the next, demand follows a steadier 
course. Since 1995, global corn consumption has risen every year, 
by over 80 percent in all. Soybean demand has more than 
doubled over this time. 


This bullish outlook goes beyond agriculture and extends to 

a growing requirement for roads, bridges, and buildings as well. 
All this bolsters our conviction that John Deere will see 

major benefits from an increasing need for productive farm, 
turf, construction, and forestry equipment well into the future. 


PURSUING FAR-REACHING STRATEGY 

To capitalize on this promising situation, Deere is pursuing 

a far-reaching operating strategy that is having a major impact 
on our performance. As we've reported in the past, its aim 

is to increase our global customer base while making further 
improvements in profitability and asset management. 


“Feet on the Ground, Eyes on the Horizon” captures the essence 
of our plans. The phrase means focusing on safe, efficient 
operations and responsive customer service while looking ahead 
and making investments to expand our competitive position 

in key markets throughout the world. 


Our record of skillful execution shows how we've kept our feet 
planted firmly on the ground. Last year, we successfully brought 
to market dozens of new products while continuing to manage 
an extensive engine-development program. At the same time, 
our agricultural-equipment factories scaled back production in 


line with moderating demand, helping keep inventories in check. 


New ExactEmerge planter row-units give corn and soybean growers double 
the speed of most planters without sacrificing accuracy. It's a market-shifting 
innovation that will help large-scale farmers be more productive. 


Meanwhile, operating return on operating assets (OROA) — 
a yardstick of effective execution — was an impressive 
27.7 percent for our equipment businesses. 


We've kept our eyes trained on the horizon, too. To help ensure 
the success of our plans to serve a growing group of customers, 
Deere has added significantly to its global production capacity. 
In recent years, we've built seven new factories and upgraded 
many others. In 2014, new factories for construction equipment 
were officially opened in Brazil. 


In other moves, the company completed the sale of its irrigation 
unit and of a majority interest of its landscapes operation. We 
also reached agreement to sell our crop insurance business. By 
narrowing our focus to areas of greatest potential, these steps 
are supportive of our goals for increased growth and profitability. 
Additionally in 2014, Deere announced an expansion of its 
product-engineering center in lowa, a move that underscores 
our commitment to the design of advanced products. 


MOVING TOWARD OUR GOALS 
Since our strategy was launched in 2010, we've laid the 


groundwork to reach targets of $50 billion in sales and 2.5 asset 





turns, both at mid-cycle sales volumes, by 2018. Last year, we 
met one of our most aggressive profitability goals by establishing 
a more responsive cost structure, which can attain a 12 percent 
operating margin at mid-cycle sales. 


Deere reinforced its strategy in 2014 by placing a more intense 
focus on quality and innovation. We did so because products 
of exceptional quality often earn higher levels of customer 
satisfaction and have superior market shares. Similarly, when 
innovative products are introduced that transform an industry 
category — such as Deere has done in recent years with cotton 
pickers, sprayers, and planters, among others — a strong customer 
response typically follows. The company has along record 

of success in these areas. However, it’s essential we take our 
performance to the next level in order to deliver even greater 
value to our customers. 


Demonstrating commitment to the commercial hay segment, the L330 
and L340 are the first John Deere-designed and -built large square balers, 
produced at the company’s hay and forage plant in Ottumwa, lowa. 


WINNING CUSTOMERS WITH INNOVATIVE PRODUCTS 

Last year, the company introduced dozens of products 
featuring improvements in power, comfort, performance, and 
emissions control. 


Highlighting new agricultural equipment were 16 members of 
our four-wheel-drive tractor family and a line of breakthrough 
planters that can double field speeds and maintain planting 
accuracy. Because planting is the farm activity most sensitive to 
timing, our ExactEmerge planters could be a real game-changer 
in helping farmers improve productivity. Also, we broadened our 
capabilities in hay and forage by introducing sophisticated 
commercial-scale forage harvesters and the first Deere-built 
large square balers. 


To serve the needs of larger contractors, Construction & Forestry 
introduced a new production-class crawler dozer and moved 
ahead with plans to bring out a large hybrid-electric four-wheel- 
drive loader in 2015. Other new products included updated utility 


vehicles and a diesel-powered commercial mower. 








DEALERS MAKING CONTRIBUTION 

John Deere’s success is closely tied to the strength of our 
dealership network and our ability to provide professional 
after-market service. 


Last year, in support of our new construction-equipment 
factories in Brazil, C&F almost doubled its number of dealership 
locations in the country. A&T continued efforts to help dealers 
improve their performance and service capabilities, with a 
particular focus on emerging markets. 


To help customers get the most value from their investment in 
our equipment, we took further steps to strengthen our global 
parts-distribution system. At year-end, work to upgrade a pair of 
distribution centers in Brazil and India was nearing completion. 
Both are scheduled to open in 2015. 


The company augmented its global financing capabilities by 
forming a relationship with a leading bank in Poland to offer 


New 1 Series sub-compact tractors are versatile machines well-suited 

for the needs of any farmstead. The 1025R, shown here with a front loader 
and rear-mounted tiller, is sized and priced to win over new customers 

in the large-property segment. 
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financing for our equipment customers there. Deere now has 
a retail-financing presence in 45 countries, including all those 
where we have significant sales. 


BEING A POWER FOR GOOD 

Long a cornerstone of John Deere’s success, our corporate 
citizenship efforts continued making a meaningful impact in 
2014. Total company and company-foundation support of 
citizenship activities, whose main focus includes solutions for 
world hunger, improved educational opportunities, and 
community development, increased significantly. 


In addition, John Deere employees enriched their communities 
through extensive volunteer efforts that are becoming more 
global in scale and last year included expanded leadership 
volunteerism activities in China and Indonesia. 


In another highlight, a program sponsored by Deere that 
helps subsistence farmers in India received an international 
award of excellence from a leading philanthropic group. 

In all, it is estimated that more than 9 million people saw direct 
benefit from the company’s citizenship activities in 2014. 
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Responsible citizenship is also reflected in efforts to protect the 
well-being of our employees and to safeguard the environment. 
Deere extended its exemplary safety record in 2014 with well 


over half of our locations reporting not a single lost-time incident. 


Recordable incidents and those resulting in time away from 
work declined about 20 percent, to all-time lows. 


On the environmental side, we made progress meeting our 
aggressive goals for water reduction and waste recycling. 
Thanks to projects like one at our Torreon, Mexico, engine 
factory, which reduced well-water usage by almost half, the 
company achieved a significant overall reduction in water 
consumption. In addition, we nearly met our goal of recycling 
75 percent of waste from our manufacturing facilities well 
ahead of the 2018 objective. 


At the same time, John Deere products are being designed to 
minimize adverse effects on the environment through better 
productivity, increased fuel efficiency, and more accurate 
nutrient application. Many recently introduced products feature 
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clean-burning engine technology that has reduced emissions 
by 99 percent or more from earlier levels. 


In other milestones from 2014, Deere again was included in 
prominent listings of the world’s most-ethical and most-admired 
companies and honored as a top-100 global brand. 


We also won accolades for being a good employer. For a third 
consecutive time, Deere was recognized as a top company for 
leaders in a widely followed study by a noted benefits consultant. 
Our leadership-development efforts were ranked 10th-best in 
North America and 16th-best globally. In addition, Deere was 
honored as a top employer in Brazil, Germany, Luxembourg, 
Mexico, and Spain. These are important acknowledgements of 
our ability to identify, nurture, and develop top employee talent. 


To support growth for construction equipment outside the U.S., 
Deere inaugurated two factories in Brazil early in 2014, one with 
joint-venture partner Hitachi. Here, employee Adriano Santos da Silva 
connects hydraulic lines on a backhoe loader. 
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ON TRACK FOR LONG-TERM SUCCESS 

Although John Deere faces challenging conditions in 2015, 

we firmly believe the company is on track for long-term growth 
and success. Thanks to the tireless efforts of employees, 
dealers, and suppliers everywhere, our plans for helping meet 
the world’s need for advanced equipment and solutions are 


making steady gains and providing value to customers every day. 


At the same time, we're confident our actions to develop 
a more durable business model will help the company deliver 
solid results in today’s sluggish farm economy. 


For these reasons, we are proud to reaffirm our faith in the 
company’s present course and in our ability to demonstrate 
strong, sustainable performance well into the future. 


To all who share our passion for seizing the great opportunities 
that lie ahead and for helping people live better lives through 
our commitment to those linked to the land, we express our 
thanks for your continued support. 


Deere’s senior management team shown at company headquarters 
in Moline, Illinois. From left: Jim Field, John May, Sam Allen, Mark von Pentz, 
Raj Kalathur, Jean Gilles, Mary Jones, Max Guinn, and Mike Mack. 


On behalf of the John Deere team, 


Ua 


Samuel R. Allen 
December 19, 2014 
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2014 HIGHLIGHTS 








DEERE ENTERPRISE SVA* (MM) EQUIPMENT OPERATIONS SVA (MM) 
— Net sales and revenues decline ie. asep een — Operating profit of the 
5%, to $36.1 billion; earnings equipment operations totals $2,602 53,147 $2,437 
are $3.16 billion, second-best in $4.3 billion, down 15%, on 
company history. lower Agriculture & Turf sales, 
— SVA declines on lower profits partially offset by higher 
but remains at third-highest- Construction & Forestry sales. 
ever level. With focus on innovation, 
— Cash flow from operations John Deere Technology 2012 2013 2014 
7 alee 2012 2013 2014 Center-India, in Pune, 


continues to be strong, at 
$3.53 billion. 


— Combined dividend payments and share repurchases total a 
record $3.5 billion; quarterly dividend rate boosted to 60 cents; 
company repurchases 31.5 million shares. 


- Maintaining focus on core equipment businesses, Deere 
completes sale of irrigation business and majority interest in 
landscapes operation; also agreement announced for sale of 
crop insurance business. 





Deere & Company World Headquarters in Moline, Illinois, 
a capstone of Finnish-American architect Eero Saarinen’s 
distinguished career, turned 50 years old in 2014. 


* SVA is a non-GAAP financial measure. See page 15 for details. 


inaugurates 10,500-square-foot research and development 
lab in nearby Lonikand. Facility expands advanced engineering 
capabilities. 


Engines introduced below 174 horsepower certified to latest 
U.S. EPA Final Tier 4/EU Stage IV 
(FT4) emissions standards; this 
completes FT4 coverage for 

full 45- to 600-horsepower 
range of John Deere-designed 
and -built engines. 


Extending our competitive edge 
in customer support, company 
begins work on new parts facility 
in India and expansion of parts 
center in Brazil; both facilities expected to be operational in 2015. 











— Company now offers JDLink technology in 48 countries, 


helping customers monitor their fleet’s performance remotely, 
analyze fuel usage, schedule maintenance, and secure machines 
through geo-fencing and electronic curfews. 


AGRICULTURE & TURF SVA (MM) CONSTRUCTION & FORESTRY SVA (MM) 








— Sales decline 9% amid $2,534 $3,215 $2,231 - Bolstered by improvements Sed sea S06 
weakening demand in construction and forestry 
for farm machinery, markets, operating profit 
especially larger models. jumps 71%, to $648 million, 
— Operating profit falls to on a 12% increase in sales. 
$3.65 billion, compared with — Helped by higher profits, 
$4.68 billion a year earlier; SVA reaches $206 million, 
factors include lower shipment 2012 2013 2014 best in seven years. 2012 2013 2014 
and production volumes and — Continuing growth outside 
a less favorable product mix. U.S. and Canada, division inaugurates new backhoe, wheel 
— Focusing on important markets, company introduces new large loader, and excavator manufacturing facilities in Brazil and 
square balers, windrowers, and self-propelled forage harvesters adds to dealer coverage of Brazilian market; broadens product 
for commercial-scale operations and contractors, and diesel offering in China with introduction of new excavators. 
commercial mowers for landscape and turf contractors. — Division adds ForestSight technology suite to its services 
— Supporting growth in Asia, company holds first product- lineup, allowing loggers to wirelessly connect machines and 
introduction meetings for dealers in region; products featured dealers to optimize machine performance and minimize 
included new tractors, sugarcane and combine harvesters, downtime. 


cotton pickers, and precision-farming technology. 


— Innovations, including hybrid plug-in tractor, hitch system 
for easier tractor-implement connection, and forage-quality 
advancements, earn awards and industry recognition in 
France, Holland, Italy, Spain, and U.K. 


—~ Ga 





Combining strict emissions compliance with customer needs, 
Construction & Forestry division rolls out wheel loaders with cabs that are 
quieter and engines that are U.S. EPA Final Tier 4/EU Stage IV-compliant. 





Continuing the rapid introduction of advanced products, Deere brings out 
the largest tractors in its lineup — the 9R/IRT Series. Boasting 620 horsepower, 
the 9620R is the most powerful tractor built by the company. 


Unless otherwise indicated, all capitalized names of products and 
services are trademarks or service marks of Deere & Company. 13 


FINANCIAL SERVICES 


— Net income climbs to record 
$624 million. 


— SVA also reaches record high 
of $257 million, mainly due 
to increased profit. 


SVA (MM) 


$174 


$243 $257 


— Portfolio of financed 
receivables and leases 
increases 8%, to nearly 
$40 billion. 


— Provision for credit losses 
remains historically low at 
0.09% of average portfolio, well below 10- and 15-year averages. 








2012 2013 2014 


— Expanding customer access to credit in order to facilitate 
equipment sales, financial services enters into cooperation 
agreement with Credit Agricole Polska; arrangement provides 
retail financing for John Deere customers in Poland. 


— Great Places to Work Institute recognizes division's European 
bank in Luxembourg as the country’s best employer; bank 
provides financing to customers in Germany, Spain, and U.K. 





Facilitating equipment sales through convenient access to financing, 

John Deere Financial field agents in India utilize an application for tablet 
computers to document customer farm and crop information. The Deere-developed 
technology speeds the credit-application and -approval process. 


5-YEAR CUMULATIVE TOTAL RETURN 


Deere compared to S&P 500 Index 
and S&P 500 Construction & Farm Machinery Index 
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2009 2010 2011 2012 2013 2014 


—@®— Deere & Company —M—S&P500 —a— S&P 500 Construction & Farm Machinery 





At October 31 2009 2010 2011 2012 2013 2014 
Deere & Company $100.00 $171.83 $173.07 $199.26 $195.40 $209.45 
S&P 500 $100.00 $116.52 $125.94 $145.09 $184.52 $216.39 


S&P Con & Farm Mach $100.00 $158.40 $173.79 $169.43 $183.54 $216.57 


The graph compares the cumulative total returns of Deere & Company, the S&P 500 Stock Index, 
and the S&P 500 Construction & Farm Machinery Index over a five-year period. It assumes 

$100 was invested on October 31, 2009, and that dividends were reinvested. Deere & Company 
stock price at October 31, 2014, was $85.54. 


The Standard & Poor’s 500 Construction & Farm Machinery Index is made up of Deere (DE), 
Caterpillar (CAT), Cummins (CMI), Joy Global (JOY), and Paccar (PCAR). The stock performance 
shown in the graph is not intended to forecast and does not necessarily indicate future 

price performance. 


Copyright © 2014 Standard & Poor's, a division of McGraw Hill Financial. 
All rights reserved. (www.researchdatagroup.com/S&P.htm). 


SVA: FOCUSING ON GROWTH AND SUSTAINABLE PERFORMANCE 


Shareholder Value Added (SVA) — essentially, the difference between operating profit 
and pretax cost of capital — is a metric used by John Deere to evaluate business results 
and measure sustainable performance. 


To arrive at SVA, each equipment segment is assessed a pretax cost of assets — 
generally 12% of average identifiable operating assets with inventory at standard 
cost (believed to more closely approximate the current cost of inventory and the 
company’s related investment). The financial services segment is assessed a cost of 
average equity — approximately 15% pretax. 


The amount of SVA is determined by deducting the asset or equity charge from 


operating profit. 


Additional information on these metrics and their relationship to amounts presented 
in accordance with U.S. GAAP can be found at our website, www.JohnDeere.com. 
Note: Some totals may vary due to rounding. 











































































































DEERE EQUIPMENT OPERATIONS CONSTRUCTION & FORESTRY 
$MM unless indicated 2012. =2013 2014 $MM unless indicated 2012-2013 2014 
Net Sales 33,501 34,998 32,961 Net Sales 6,378 5,866 6,581 
Operating Profit 4,397 5,058 4,297 Operating Profit 476 378 648 
Average Assets Average Assets 
With Inventories @ Std Cost 14,965 15,924 15,493 With Inventories @ Std Cost 3,401 3,713 3,680 
With Inventories @ LIFO 13,594 14,569 14,113 With Inventories @ LIFO 3,172 3,466 3,445 
OROA % @ LIFO AVS} 34.7 30.4 OROA % @ LIFO 15.0 10.9 18.8 
Asset Turns (Std Cost) 2.24 2.20 2.13 Asset Turns (Std Cost) 1.88 1.58 1.79 
Operating Margin % x 13.12 x14.45 x13.04 Operating Margin % x7.46 x6.44 x9.85 
OROA % @ Standard Cost 29.4 31.8 27.7 OROA % @ Standard Cost 14.0 10.2 17.6 
$MM 2012 = 2013 2014 SMM 2012 =.2013 2014 
Average Assets @ Std Cost 14,965 15,924 15,493 Average Assets @ Std Cost 3,401 3,713 3,680 
Operating Profit 4,397 5,058 4,297 Operating Profit 476 378 648 
Cost of Assets -1,795 -1,911  -1,860 Cost of Assets -408 = -446 442 
SVA 2,602 3,147 2,437 SVA 68 -68 206 
Deere Equipment Operations, to create and grow SVA, 
are targeting an operating return on average operating FINANCIAL SERVICES 
assets (OROA) of 20% at mid-cycle sales volumes and BMAN in lecoindicatred 2012 2013 ~=«-2014 
equally ambitious returns at other points in the cycle. 
For purposes of this calculation, operating assets Net Income Attributable 
are average identifiable assets during the year with to Deere & Company 460 565 624 
inventories valued at standard cost.) Average Equity 3,470 4,073 4,575 
ROE % 1B 13.9 13.6 
AGRICULTURE & TURF sMM 201220132014 
$MM unless indicated 2012 2013 ~=—2014 Operating Profit 712 870 921 
Net Sales 27,123 29,132 26,380 Average Equity 3,470 4,073 4,575 
Operating Profit 3,921 4,680 3,649 Operating Profit fe 8/0 32] 
Average Assets Cost of Equity 7538-627 -664 
With Inventories @ Std Cost 11,564 12,211 11,813 SVA W4 243 257 
With Inventories @ LIFO 10,422 11,103 10,668 The Financial Services SVA metric is calculated on a 
OROA % @ LIFO 37.6 42.2 34.2 pretax basis. 
Asset Turns (Std Cost) 2.35 2.39 2.23 
Operating Margin % x14.46 x16.06 x 13.83 
OROA % @ Standard Cost 33.9 38.3 30.9 
$MM 2012. = 2013 2014 
Average Assets @ Std Cost 11,564 12,211 11,813 
Operating Profit 3,921 4,680 3,649 
Cost of Assets -1,387 -1,465 -1,418 
SVA 2,534 3,215 2,231 
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LEADERSHIP TEAM 


Positions as of December 31, 2014 


SAMUEL R. ALLEN (39) 
Chairman and Chief Executive Officer 


JEAN H. GILLES (34) 

Senior Vice President, John Deere Power Systems, 

Worldwide Parts Services, Advanced Technology & Engineering, 
and Global Supply Management & Logistics 


MARY K.W. JONES (17) 
Senior Vice President and General Counsel 


RAJESH KALATHUR (18) 
Senior Vice President and Chief Financial Officer 


KIMBERLY K. BEARDSLEY (24) 
Vice President, Worldwide Parts Services 


PIERRE J. GUYOT (16) 
Vice President, Global Supply Management & Logistics 


TIMOTHY V. HAIGHT (15) 
Vice President and Deputy General Counsel, and 
Chief Counsel, Financial Services Division 


MICHAEL A. HARRING (30) 
Vice President and Deputy General Counsel, North America 





KLAUS G. HOEHN (22) 
Vice President, Advanced Technology & Engineering 


MARC A. HOWZE (13) 
Vice President, Global Human Resources and 
Employee Communications 


THOMAS K. JARRETT (26) 
Vice President, Taxes 


JENNY R. KIMBALL (22) 
Vice President and Treasurer 


BRADLEY D. MORRIS (37) 
Vice President, Labor Relations 


GREGORY R. NOE (21) 
Vice President and Deputy General Counsel, International 


LUANN K. RICKERT (35) 
Vice President, Internal Audit 


LAURIE S. SIMPSON (34) 
Vice President and Chief Compliance Officer 


THOMAS C. SPITZFADEN (35) 
Vice President, Pension Fund & Investments 


CHARLES R. STAMP, JR. (15) 
Vice President, Public Affairs Worldwide 


JAMES E. TEMPERLEY (38) 
Vice President and Comptroller 





PATRICK W. WEBBER (37) 
Vice President, Information Technology 





TODD E. DAVIES (24) 
Corporate Secretary and Associate General Counsel 


WORLDWIDE AGRICULTURE & 
TURF DIVISION 


JAMES M. FIELD (20) 
President, Americas, Australia, and Global Harvesting 
and Turf Platforms 


JOHN C. MAY (17) 
President, Agricultural Solutions, and 
Chief Information Officer 


MARKWART VON PENTZ (24) 
President, Europe, Asia, Africa, and Global Tractor Platform 


BERNHARD E. HAAS (28) 
Senior Vice President, Global Tractor Platform 


JOHN D. LAGEMANN (32) 
Senior Vice President, Sales & Marketing, Americas 
and Australia 


CORY J. REED (16) 
Senior Vice President, Intelligent Solutions 


RANDAL A. SERGESKETTER (34) 
Senior Vice President, Global Crop Harvesting Platform 


WORLDWIDE CONSTRUCTION & 
FORESTRY DIVISION 


MAX A. GUINN (34) 
President, Worldwide C&F, Labor Relations, and Security 


BRIAN J. RAUCH (20) 
Senior Vice President, 
Engineering, Manufacturing, and Supply Management 


DOMENIC G. RUCCOLO (24) 
Senior Vice President, Sales & Marketing 


WORLDWIDE FINANCIAL SERVICES DIVISION 


MICHAEL J. MACK (28) 
Group President, Financial Services Division, 
Human Resources, and Public Affairs 


BRET C. THOMAS (1) 
Executive Vice President, Global Operations 


DAVID C. GILMORE (24) 
Senior Vice President, U.S., Canada, Australia, and New Zealand 


PATRICK E. MACK (37) 
Senior Vice President, International Finance 


LAWRENCE W. SIDWELL (15) 
Senior Vice President, Global Credit & Risk 


Figures in parentheses represent complete years 
of company service through 12/31/14. 


BOARD OF DIRECTORS 


Positions as of December 31, 2014 


From left: Dipak C. Jain, Vance D. Coffman, Crandall C. Bowles, Clayton M. Jones, 
Richard B. Myers, Charles O. Holliday, Jr., Samuel R. Allen, Gregory R. Page, Sherry M. Smith, 
Joachim Milberg, and Thomas H. Patrick at Deere & Company World Headquarters. 


SAMUEL R. ALLEN (5) 
Chairman and Chief Executive Officer, 
Deere & Company 


CRANDALL C. BOWLES (18) 
Chairman, The Springs Company 
asset management company 


VANCE D. COFFMAN (10) 
Retired Chairman, Lockheed Martin Corporation 
aerospace, defense and information technology 


CHARLES O. HOLLIDAY, JR. (7) 
Chairman, National Academy of Engineering 
nonprofit engineering institution 


DIPAK C. JAIN (12) 

Director, Sasin Graduate Institute 

of Business Administration 
international graduate business school 


CLAYTON M. JONES (7) 
Retired Chairman, Rockwell Collins, Inc. 
aviation electronics and communications 


JOACHIM MILBERG (11) 

Chairman, Supervisory Board, 
Bayerische Motoren Werke (BMW) AG 
motor vehicles 


RICHARD B. MYERS (8) 

Retired Chairman, Joint Chiefs of Staff 
Retired General, United States Air Force 
principal military advisor to the President, 
the Secretary of Defense, 

and the National Security Council 


GREGORY R. PAGE (1) 

Executive Chairman, Cargill, Inc. 
agricultural, food, financial, 

and industrial products and services 


THOMAS H. PATRICK (14) 
Chairman, New Vernon Capital, LLC 
private equity fund 


SHERRY M. SMITH (3) 

Former Executive Vice President and 
Chief Financial Officer, Supervalu Inc. 
retail and wholesale grocery and 
retail general merchandise products 


Figures in parentheses represent complete years 
of board service through 12/31/14. 
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STOCKHOLDER INFORMATION 


ANNUAL MEETING 

The annual meeting of company stockholders will be held 
at 10 a.m. CT on February 25, 2015, at Deere & Company 
World Headquarters, One John Deere Place, Moline, Illinois. 


TRANSFER AGENT & REGISTRAR 
Send all correspondence, including address changes and 
certificates for transfer, as well as inquiries concerning lost, 


stolen, or destroyed stock certificates or dividend checks, to: 


Deere & Company 

c/o Computershare 
P.O. Box 30170 
College Station, TX 77842-3170 


Phone toll-free: 1-800-268-7369 

From outside the U.S., call: (201) 680-6678 
TDD: 1-800-231-5469 

Email: shareholder@computershare.com 
www.computershare.com/investor 





DIVIDEND REINVESTMENT & DIRECT PURCHASE PLAN 
nvestors may purchase initial Deere & Company shares 
and automatically reinvest dividends through the 
Computershare BuyDIRECT Plan. Optional monthly 
cash investments may be made automatically through 
electronic debits. 





For inquiries about existing reinvestment accounts, 
call 1-800-268-7369 or write to: 


Deere & Company 

c/o Computershare 

P.O. Box 30170 

College Station, TX 77842-3170 


STOCKHOLDER RELATIONS 
Deere & Company welcomes your comments: 


Deere & Company 

Stockholder Relations Department 

One John Deere Place, Moline, IL 61265-8098 
Phone: (309) 765-4539 Fax: (309) 765-4663 
www.JohnDeere.com/Investors 





INVESTOR RELATIONS 
Securities analysts, portfolio managers, and representatives 
of financial institutions may contact: 


Tony Huegel 
Director, Investor Relations 
Deere & Company 
One John Deere Place, Moline, IL 61265-8098 
Phone: (309) 765-449 
www.JohnDeere.com/Investors 





STOCK EXCHANGES 
Deere & Company common stock is listed on the New York 
Stock Exchange under the ticker symbol DE. 


FORM 10-K 
The annual report on Form 10-K filed with the Securities 
and Exchange Commission is available online or upon 


written request to Deere & Company Stockholder Relations. 


AUDITORS 
Deloitte & Touche LLP 
Chicago, Illinois 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 
OCTOBER 31, 2014, 2013 AND 2012 


OVERVIEW 


Organization 

The company’s equipment operations generate revenues and 
cash primarily from the sale of equipment to John Deere dealers 
and distributors. The equipment operations manufacture and 
distribute a full line of agricultural equipment; a variety of 
commercial and consumer equipment; and a broad range of 
equipment for construction and forestry. The company’s 
financial services primarily provide credit services, which 
mainly finance sales and leases of equipment by John Deere 
dealers and trade receivables purchased from the equipment 
operations. In addition, financial services offer crop risk 
mitigation products and extended equipment warranties. 

The information in the following discussion is presented in 

a format that includes information grouped as consolidated, 
equipment operations and financial services. The company 
also views its operations as consisting of two geographic areas, 
the U.S. and Canada, and outside the U.S. and Canada. 

The company’s operating segments consist of agriculture and 
turf, construction and forestry, and financial services. 


Trends and Economic Conditions 

The company’s agriculture and turf equipment sales decreased 

9 percent in 2014 and are forecast to decrease by about 20 percent 
for 2015. Industry agricultural machinery sales in the U.S. and 
Canada for 2015 are forecast to decrease 25 to 30 percent, 
compared to 2014. Industry sales in the European Union (EU)28 
nations are forecast to decrease about 10 percent in 2015, while 
South American industry sales are projected to decrease about 
10 percent from 2014 levels. Industry sales in the Commonwealth 
of Independent States are expected to decrease. Asian sales are 
projected to decrease slightly in 2015. Industry sales of turf and 
utility equipment in the U.S. and Canada are expected to be 
approximately the same to 5 percent higher. The company’s 
construction and forestry sales increased 12 percent in 2014 and 
are forecast to increase by about 5 percent in 2015. Global 
forestry sales are expected to be approximately the same as the 
attractive levels of 2014. Net income of the company’s financial 
services operations attributable to Deere & Company in 2015 is 
expected to be approximately $610 million. 

Items of concern include the uncertainty of the effective- 
ness of governmental actions in respect to monetary and fiscal 
policies, the global economic recovery, the impact of sovereign 
and state debt, eurozone issues, capital market disruptions, 
trade agreements and geopolitical events. Significant volatility 
in the price of many conunodities could also impact the 
company’s results. Designing and producing products with 
engines that continue to meet high performance standards and 
increasingly stringent emissions regulations is one of the 
company’s major priorities. 

The company completed a year of solid performance and 
produced healthy levels of cash flow in spite of weaker condi- 
tions in the global farm sector. Even with a significant decline 
in sales and continued pullback in the global agriculture sector, 
the company expects to remain solidly profitable in 2015. 


Longer term, the company believes it is well positioned to earn 
solid returns throughout the business cycle and realize substan- 
tial benefits from the world’s growing need for food, shelter and 
infrastructure. 


2014 COMPARED WITH 2013 


CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 
2014 was $3,162 million, or $8.63 per share diluted ($8.71 basic), 
compared with $3,537 million, or $9.09 per share diluted 
($9.18 basic), in 2013. Net sales and revenues decreased 

5 percent to $36,067 million in 2014, compared with $37,795 
million in 2013. Net sales of the equipment operations decreased 
6 percent in 2014 to $32,961 million from $34,998 million 

last year. The sales decrease was largely due to lower shipment 
volumes and an unfavorable foreign currency translation effect 
of 1 percent, partially offset by price realization of 2 percent. 
Net sales in the U.S. and Canada decreased 8 percent in 2014. 
Net sales outside the U.S. and Canada decreased 3 percent in 
2014, which included an unfavorable effect of 1 percent for 
foreign currency translation. 

Worldwide equipment operations had an operating profit 
of $4,297 million in 2014, compared with $5,058 million in 
2013. The operating profit decline was due primarily to the 
impact of lower shipment and production volumes, a less 
favorable product mix, the unfavorable effects of foreign 
currency exchange and higher production costs primarily related 
to the impact of engine emission programs. The decline was 
partially offset by price realization. Last year’s results were also 
affected by impairment charges for the company’s John Deere 
Landscapes and John Deere Water operations (see Notes 4 and 5). 

The equipment operations’ net income was $2,548 million 
in 2014, compared with $2,974 million in 2013. The same 
operating factors mentioned above affected these results. 

Net income of the financial services operations attribut- 
able to Deere & Company in 2014 increased to $624 million, 
compared with $565 million in 2013. The improvement was 
due primarily to growth in the credit portfolio, a more favorable 
effective tax rate, partially offset by lower crop insurance 
margins, higher selling, administrative and general expenses 
and a higher provision for credit losses. Additional information 
is presented in the following discussion of the “Worldwide 
Financial Services Operations.” 

The cost of sales to net sales ratio for 2014 was 75.2 
percent, compared with 73.3 percent last year. The increase was 
due primarily to a less favorable product mix, the unfavorable 
effects of foreign currency exchange and higher production 
costs largely related to engine emission requirements, partially 
offset by price realization. 

Finance and interest income increased this year due to a 
larger average credit portfolio, partially offset by lower average 
financing rates. Other income increased due primarily to higher 
insurance premiums and service revenue. Research and 
development costs decreased primarily due to the completion 
of certain product developments in 2014 compared to last year. 
Selling, administrative and general expenses decreased due 
primarily to the deconsolidation of Landscapes and the sale of 
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the Water operations (see Note 4). Interest expense decreased 
due to lower average borrowing rates, partially offset by higher 
average borrowings. Other operating expenses increased due 
primarily to higher depreciation of equipment on operating 
leases, higher insurance claims and the write-down to realizable 
value and sale of the Water operations, partially offset by 
impairment charges in 2013 for the Landscapes operations 
(see Notes 4 and 5). 

The company has several defined benefit pension plans 
and defined benefit health care and life insurance plans. 
The company’s postretirement benefit costs for these plans in 
2014 were $432 million, compared with $575 million in 2013. 
The long-term expected return on plan assets, which is reflected 
in these costs, was an expected gain of 7.5 percent in 2014 and 
7.8 percent in 2013, or $848 million in 2014 and $862 million 
in 2013. The actual return was a gain of $1,213 million in 2014 
and $1,470 million in 2013. In 2015, the expected return will 
be approximately 7.3 percent. The company’s postretirement 
costs in 2015 are expected to increase approximately $85 million. 
The company makes any required contributions to the plan 
assets under applicable regulations and voluntary contributions 
from time to time based on the company’s liquidity and ability 
to make tax-deductible contributions. Total company contribu- 
tions to the plans were $138 million in 2014 and $338 million 
in 2013, which include direct benefit payments for unfunded 
plans. These contributions also included voluntary contributions 
to plan assets of $5 million in 2014 and $227 million in 2013. 
Total company contributions in 2015 are expected to be 
approximately $104 million, which are primarily direct benefit 
payments for unfunded plans. The company has no significant 
required contributions to pension plan assets in 2015 under 
applicable funding regulations. See the following discussion 
of “Critical Accounting Policies” for more information about 
postretirement benefit obligations. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion relates to operating results by 
reportable segment and geographic area. Operating profit is 
income before certain external interest expense, certain foreign 
exchange gains or losses, income taxes and corporate expenses. 
However, operating profit of the financial services segment 
includes the effect of interest expense and foreign currency 
exchange gains or losses. 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$3,649 million in 2014, compared with $4,680 million in 2013. 
Net sales decreased 9 percent this year due largely to lower 
shipment volumes, the previously announced sales of the 
company’s Landscapes and Water operations and the unfavorable 
effects of currency translation. Partially offsetting these factors 
was price realization. The decrease in operating profit was 
driven mainly by lower shipment and production volumes, a 
less favorable product mix, the unfavorable effects of foreign 
currency exchange and higher production costs primarily 
related to engine emission programs. The decline was partially 
offset by price realization. As previously noted, last year also 
was affected by impairment charges for the Landscapes and 
Water operations (see Notes 4 and 5). 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating 

profit of $648 million in 2014, compared with $378 million 

in 2013. Net sales increased 12 percent for the year mainly 

as a result of higher shipment volumes and price realization, 
partially offset by the unfavorable effect of currency translation. 
Operating profit benefited in 2014 from higher shipment 
volumes, lower selling, administrative and general expenses 
and price realization, partially offset by the unfavorable effects 
of foreign currency exchange. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was 

$921 million in 2014, compared with $870 million in 2013. 
The results were higher due primarily to growth in the credit 
portfolio, partially offset by lower crop insurance margins, 
higher selling, administrative and general expenses and a higher 
provision for credit losses. Total revenues of the financial 
services operations, including intercompany revenues, increased 
9 percent in 2014, primarily reflecting the larger portfolio. 

The average balance of receivables and leases financed was 13 
percent higher in 2014, compared with 2013. Interest expense 
decreased 12 percent in 2014 as a result of lower average 
borrowing rates, partially offset by higher average borrowings. 
The financial services operations’ ratio of earnings to fixed 
charges was 3.37 to 1 in 2014, commpared with 2.90 to 1 in 2013. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $3,311 million in 2014, compared with 
$4,062 million in 2013. The decline was due primarily to the 
impact of lower shipment and production volumes, a less 
favorable product mix and higher production costs primarily 
related to engine emission programs. The decline was partially 
offset by price realization. Results in 2013 were also affected by 
impairment charges for the Landscapes and Water operations. 
Net sales decreased 8 percent due primarily to lower shipment 
volumes, partially offset by price realization. The physical 
volume of sales decreased 9 percent, compared with 2013. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had 
an operating profit of $986 million in 2014, compared with 
$996 million in 2013. The decrease was due primarily to the 
impact of lower shipment and production volumes, a less 
favorable product mix, the unfavorable effects of foreign 
currency exchange, higher production costs and an impairment 
charge for the China operations (see Note 5), partially offset 
by price realization. Results in 2013 were also affected by 
impairment charges for the Water operations. Net sales were 

3 percent lower primarily reflecting decreased shipment 
volumes and the effect of foreign currency translation, partially 
offset by price realization. The physical volume of sales 
decreased 5 percent, compared with 2013. 


MARKET CONDITIONS AND OUTLOOK 

Company equipment sales are projected to decrease about 

15 percent for fiscal year 2015 and decrease about 21 percent 
for the first quarter, compared with the same periods in 2014. 





For fiscal year 2015, net income attributable to Deere & Company 
is anticipated to be about $1.9 billion. 


Agriculture and Turf. The company’s worldwide sales of 
agriculture and turf equipment are forecast to decrease by 

about 20 percent for fiscal year 2015 as a result of weaker 
conditions in the global farm economy. Lower commodity 
prices and falling farm incomes are putting pressure on demand 
for agricultural machinery, especially for larger models. 
Conditions are more positive in the U.S. livestock sector, 
providing support to the sale of smaller sizes of equipment. 
Based on these factors, industry sales for agricultural machinery 
in the U.S. and Canada are forecast to be down 25 to 30 
percent for 2015. Fiscal year industry sales in the EU28 are 
forecast to decrease about 10 percent due to lower crop prices 
and farm incomes as well as potential pressure on the dairy 
sector. In South America, industry sales of tractors and combines 
are projected to decrease about 10 percent as a result of the 
headwinds affecting agricultural producers. Industry sales in the 
Commonwealth of Independent States are expected to deterio- 
rate further due in part to tight credit conditions. Asian sales are 
projected to decrease slightly, with most of the decline centered 
in China. Industry sales of turf and utility equipment in the 
USS. and Canada are expected to be about the same to 5 percent 
higher, benefiting from general economic growth. 


Construction and Forestry. The company’s worldwide sales of 
construction and forestry equipment are forecast to increase by 
about 5 percent for 2015. The gain reflects further economic 
recovery and higher housing starts in the U.S. as well as sales 
increases outside the U.S. and Canada. Global forestry sales are 
expected to be about the same as the attractive levels of 2014. 


Financial Services. Fiscal year 2015 net income attributable 

to Deere & Company for the financial services operations is 
expected to be approximately $610 million. The outlook reflects 
a decline from 2014 due primarily to an expected increase in 
the provision for credit losses, versus the low level of 2014, 

and a less favorable tax rate. These factors are projected to be 
partially offset by growth in the credit portfolio and higher crop 
insurance margins. 

SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation 

Reform Act of 1995: Statements under “Overview,” “Market 
Conditions and Outlook,” and other forward-looking statements 
herein that relate to future events, expectations, trends and 
operating periods involve certain factors that are subject to 
change, and important risks and uncertainties that could cause 
actual results to differ materially. Some of these risks and 
uncertainties could affect particular lines of business, while 
others could affect all of the company’s businesses. 

The company’s agricultural equipment business is subject 
to a number of uncertainties including the many interrelated 
factors that affect farmers’ confidence. These factors include 
worldwide economic conditions, demand for agricultural 
products, world grain stocks, weather conditions (including its 
effects on timely planting and harvesting), soil conditions 
(including low subsoil moisture), harvest yields, prices for 
commodities and livestock, crop and livestock production 


expenses, availability of transport for crops, the growth and 
sustainability of non-food uses for some crops (including ethanol 
and biodiesel production), real estate values, available acreage 
for farming, the land ownership policies of various governments, 
changes in government farm programs and policies (including 
those in Argentina, Brazil, China, the European Union, India, 
Russia and the U.S.), international reaction to such programs, 
changes in and effects of crop insurance programs, global trade 
agreements, animal diseases and their effects on poultry, beef 
and pork consumption and prices, crop pests and diseases, and 
the level of farm product exports (including concerns about 
genetically modified organisms). 

Factors affecting the outlook for the company’s turf and 
utility equipment include general economic conditions, 
consumer confidence, weather conditions, customer profitabil- 
ity, consumer borrowing patterns, consumer purchasing 
preferences, housing starts, infrastructure investment, spending 
by municipalities and golf courses, and consumable input costs. 

General economic conditions, consumer spending 
patterns, real estate and housing prices, the number of housing 
starts and interest rates are especially important to sales of the 
company’s construction and forestry equipment. The levels of 
public and non-residential construction also impact the results 
of the company’s construction and forestry segment. Prices for 
pulp, paper, lumber and structural panels are important to sales 
of forestry equipment. 

All of the company’s businesses and its reported results are 
affected by general economic conditions in the global markets 
in which the company operates, especially material changes in 
economic activity in these markets; customer confidence in 
general economic conditions; foreign currency exchange rates 
and their volatility, especially fluctuations in the value of the 
USS. dollar; interest rates; and inflation and deflation rates. 
Government spending and taxing could adversely affect the 
economy, employment, consumer and corporate spending, 
and company results. 

Customer and company operations and results could be 
affected by changes in weather patterns (including the effects of 
drought conditions in parts of the U.S. and drier than normal 
conditions in certain other markets); the political and social 
stability of the global markets in which the company operates; 
the effects of, or response to, terrorism and security threats; 
wars and other conflicts and the threat thereof and the response 
thereto; and the spread of major epidemics. 

Significant changes in market liquidity conditions and any 
failure to comply with financial covenants in credit agreements 
could impact access to funding and funding costs, which could 
reduce the company’s earnings and cash flows. Financial market 
conditions could also negatively impact customer access to 
capital for purchases of the company’s products and customer 
confidence and purchase decisions; borrowing and repayment 
practices; and the number and size of customer loan delinquen- 
cies and defaults. A debt crisis, in Europe or elsewhere, could 
negatively impact currencies, global financial markets, social and 
political stability, funding sources and costs, asset and obligation 
values, customers, suppliers, and company operations and results. 
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State debt crises also could negatively impact customers, 
suppliers, demand for equipment, and company operations and 
results. The company’s investment management activities could 
be impaired by changes in the equity, bond and other financial 
markets, which would negatively affect earnings. 

Additional factors that could materially affect the com- 
pany’s operations, access to capital, expenses and results include 
changes in and the impact of governmental trade, banking, 
monetary and fiscal policies, including financial regulatory 
reform and its effects on the consumer finance industry, 
derivatives, funding costs and other areas, and governmental 
programs, policies, tariffs and sanctions in particular jurisdictions 
or for the benefit of certain industries or sectors (including 
protectionist, economic, punitive and expropriation policies 
and trade and licensing restrictions that could disrupt interna- 
tional commerce); actions by the U.S. Federal Reserve Board 
and other central banks; actions by the U.S. Securities and 
Exchange Commission (SEC), the U.S. Commodity Futures 
Trading Commission and other financial regulators; actions by 
environmental, health and safety regulatory agencies, including 
those related to engine emissions (in particular Interim Tier 4/ 
Stage IIIb and Final Tier 4/Stage IV non-road diesel emission 
requirements in the U.S. and European Union), carbon and 
other greenhouse gas emissions, noise and the effects of climate 
change; changes in labor regulations; changes to accounting 
standards; changes in tax rates, estimates, and regulations and 
company actions related thereto; compliance with U.S. and 
foreign laws when expanding to new markets and otherwise; 
and actions by other regulatory bodies including changes in 
laws and regulations affecting the sectors in which the company 
operates. Trade, financial and other sanctions imposed by the 
US., the European Union, Russia and other countries could 
negatively impact company assets, operations, sales, forecasts 
and results. Customer and company operations and results also 
could be affected by changes to GPS radio frequency bands or 
their permitted uses. 

Other factors that could materially affect results include 
production, design and technological innovations and difficul- 
ties, including capacity and supply constraints and prices; 
the availability and prices of strategically sourced materials, 
components and whole goods; delays or disruptions in the 
company’s supply chain or the loss of liquidity by suppliers; 
the failure of suppliers to comply with laws, regulations and 
company policy pertaining to employment, human rights, 
health, safety, the environment and other ethical business 
practices; events that damage the company’s reputation or 
brand; start-up of new plants and new products; the success 
of new product initiatives and customer acceptance of new 
products; changes in customer product preferences and sales 
mix whether as a result of changes in equipment design to meet 
government regulations or for other reasons; gaps or limitations 
in rural broadband coverage, capacity and speed needed to 
support technology solutions; oil and energy prices and supplies; 
the availability and cost of freight; actions of competitors in the 
various industries in which the company competes, particularly 
price discounting; dealer practices especially as to levels of new 
and used field inventories; labor relations; acquisitions and 


divestitures of businesses; the integration of new businesses; 
the implementation of organizational changes; difficulties 
related to the conversion and implementation of enterprise 
resource planning systems that disrupt business, negatively 
impact supply or distribution relationships or create higher 
than expected costs; security breaches and other disruptions 
to the company’s information technology infrastructure; and 
changes in company declared dividends and common stock 
issuances and repurchases. 

Company results are also affected by changes in the level 
and funding of employee retirement benefits, changes in market 
values of investment assets, the level of interest and discount 
rates, and compensation, retirement and mortality rates which 
impact retirement benefit costs, and significant changes in 
health care costs including those which may result from 
governmental action. 

The liquidity and ongoing profitability of John Deere 
Capital Corporation and other credit subsidiaries depend largely 
on timely access to capital in order to meet future cash flow 
requirements, to fund operations and costs associated with 
engaging in diversified funding activities, and to fund purchases 
of the company’s products. If general economic conditions 
deteriorate or capital markets become volatile, funding could be 
unavailable or insufficient. Additionally, customer confidence 
levels may result in declines in credit applications and increases 
in delinquencies and default rates, which could materially 
impact write-offs and provisions for credit losses. The failure 
of reinsurers of the company’s insurance business also could 
materially affect results. 

The company’s outlook is based upon assumptions 
relating to the factors described above, which are sometimes 
based upon estimates and data prepared by government agencies. 
Such estimates and data are often revised. The company, except 
as required by law, undertakes no obligation to update or revise 
its outlook, whether as a result of new developments or 
otherwise. Further information concerning the company and 
its businesses, including factors that potentially could materially 
affect the company’s financial results, is included in the com- 
pany’s other filings with the SEC. 


2013 COMPARED WITH 2012 


CONSOLIDATED RESULTS 
Worldwide net income attributable to Deere & Company in 
2013 was $3,537 million, or $9.09 per share diluted ($9.18 basic), 
compared with $3,065 million, or $7.63 per share diluted 
($7.72 basic), in 2012. Net sales and revenues increased 
5 percent to $37,795 million in 2013, compared with $36,157 
million in 2012. Net sales of the equipment operations 
increased 4 percent in 2013 to $34,998 million from $33,501 
million in 2012. The sales increase included improved price 
realization of 3 percent and an unfavorable foreign currency 
translation effect of 1 percent. Net sales in the U.S. and Canada 
increased 5 percent in 2013. Net sales outside the U.S. and 
Canada increased by 4 percent in 2013, which included an 
unfavorable effect of 3 percent for foreign currency translation. 
Worldwide equipment operations had an operating 
profit of $5,058 million in 2013, compared with $4,397 million 


in 2012. The higher operating profit was due primarily to the 
impact of improved price realization and higher shipment 
volumes, partially offset by the unfavorable effects of foreign 
currency exchange, increased production costs, higher selling, 
administrative and general expenses and increased warranty 
costs. The increased production costs were due primarily to 
higher manufacturing overhead expenses in support of growth, 
new products and engine emission requirements, partially 
offset by lower raw material costs. The results were also 
affected by impairment charges for long-lived assets related to 
the Water operations and a write down to realizable value of 
the assets being held for sale for the Landscapes operations 
(see Notes 4 and 5). 

The equipment operations’ net income was $2,974 million 
in 2013, compared with $2,616 million in 2012. The same 
operating factors mentioned above, as well as an increase in 
interest expense due to higher average borrowings and a higher 
effective tax rate affected these results. 

Net income of the financial services operations attribut- 
able to Deere & Company in 2013 increased to $565 million, 
compared with $460 million in 2012. The results were higher 
primarily due to growth in the credit portfolio and higher crop 
insurance margins, partially offset by higher selling, administrative 
and general expenses. In addition, results in 2012 benefited from 
revenue related to wind energy credits. Additional information 
is presented in the following discussion of the “Worldwide 
Financial Services Operations.” 

The cost of sales to net sales ratio for 2013 was 73.3 percent, 
compared with 74.6 percent in 2012. The improvement was 
primarily due to the increase in price realization, partially offset 
by the unfavorable effects of foreign currency exchange, higher 
production costs and increased warranty costs. 

Finance and interest income increased in 2013 due toa 
larger average credit portfolio, partially offset by lower average 
financing rates. Research and development costs increased 
primarily as a result of increased spending in support of new 
products and more stringent engine emission requirements. 
Selling, administrative and general expenses increased primarily 
due to growth. Interest expense decreased due to lower average 
borrowing rates, partially offset by higher average borrowings. 
Other operating expenses increased primarily due to higher 
depreciation of equipment on operating leases and the impair- 
ment charge for the write-down to realizable value of assets 
being held for sale (see Note 5). 

The company has several defined benefit pension plans 
and defined benefit health care and life insurance plans. 

The company’s postretirement benefit costs for these plans in 
2013 were $575 million, compared with $511 million in 2012. 
The long-term expected return on plan assets, which is reflected 
in these costs, was an expected gain of 7.8 percent in 2013 and 
8.0 percent in 2012, or $862 million in 2013 and $887 million 
in 2012. The actual return was a gain of $1,470 million in 2013 
and $849 million in 2012. Total company contributions to the 
plans were $338 million in 2013 and $478 million in 2012, 
which include direct benefit payments for unfunded plans. 
These contributions also included voluntary contributions to 
plan assets of $227 million in 2013. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$4,680 million in 2013, compared with $3,921 million in 2012. 
Net sales increased 7 percent in 2013 primarily due to higher 
shipment volumes and improved price realization, partially 
offset by the unfavorable effects of foreign currency translation. 
The increase in operating profit was primarily due to improved 
price realization and higher shipment volumes, partially offset by 
the unfavorable effects of foreign currency exchange, increased 
production costs, higher selling, administrative and general 
expenses and increased warranty costs. The increased production 
costs were due primarily to higher manufacturing overhead 
expenses in support of growth, new products and engine 
emission requirements, partially offset by lower raw material 
costs. The results were also affected by the previously mentioned 
impairment charges for the Water and Landscapes operations. 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $378 million in 2013, compared with $476 million in 2012. 
Net sales decreased 8 percent in 2013 primarily due to lower 
shipment volumes, partially offset by price realization. The 
decline in operating profit in 2013 was primarily due to lower 
shipment volumes, an unfavorable product mix, increases in 
production costs and higher selling, administrative and general 
expenses, partially offset by improved price realization. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was 
$870 million in 2013, compared with $712 million in 2012. 
The results were higher primarily due to growth in the credit 
portfolio and higher crop insurance margins, partially offset 
by increased selling, administrative and general expenses. 

In addition, results in 2012 benefited from revenue related 

to wind energy credits. Total revenues of the financial services 
operations, including intercompany revenues, increased 

5 percent in 2013, primarily reflecting the larger portfolio. 
The average balance of receivables and leases financed was 16 
percent higher in 2013, compared with 2012. Interest expense 
decreased 18 percent in 2013 as a result of lower average 
borrowing rates, partially offset by higher average borrowings. 
The financial services operations’ ratio of earnings to fixed 
charges was 2.90 to 1 in 2013, compared with 2.25 to 1 in 2012. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $4,062 million in 2013, compared with 
$3,836 million in 2012. The increase was due primarily to 
improved price realization and higher shipment volumes, 
partially offset by higher production costs, increased warranty 
costs and higher selling, administrative and general expenses. 
The results were also affected by impairment charges for the 
Landscapes and Water operations. Net sales increased 5 percent 
due primarily to price realization and higher shipment volumes. 
The physical volume of sales increased 1 percent, compared 
with 2012. 
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Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had 
an operating profit of $996 million in 2013, compared with 
$561 million in 2012. The increase was due primarily to the 
effects of improved price realization and higher shipment 
volumes, partially offset by the unfavorable effects of foreign 
currency exchange, higher selling, administrative and general 
expenses, increased production costs and higher warranty costs. 
The results were also affected by impairment charges for the 
Water operations. Net sales were 4 percent higher primarily 
reflecting price realization and increased shipment volumes, 
partially offset by the effect of foreign currency translation. 
The physical volume of sales increased 3 percent, compared 
with 2012. 


CAPITAL RESOURCES AND LIQUIDITY 


The discussion of capital resources and liquidity has been 
organized to review separately, where appropriate, the company’s 
consolidated totals, equipment operations and financial services 
operations. 

CONSOLIDATED 

Positive cash flows from consolidated operating activities in 2014 
were $3,526 million. This resulted primarily from net income 
adjusted for non-cash provisions, a change in accrued income 
taxes payable/receivable and a change in the retirement benefits, 
which were partially offset by increases in receivables related to 
sales, inventories and insurance receivables. Cash outflows from 
investing activities were $2,881 million in 2014, due primarily 
to the cost of receivables (excluding receivables related to sales) 
and cost of equipment on operating leases exceeding the 
collections of receivables and the proceeds from sales of 
equipment on operating leases by $2,441 million, purchases of 
property and equipment of $1,048 million, partially offset by 
proceeds from maturities and sales exceeding purchases of 
marketable securities by $408 million. Cash outflows from 
financing activities were $288 million in 2014 due primarily to 
repurchases of common stock of $2,731 million and dividends 
paid of $786 million, partially offset by an increase in borrowings 
of $3,112 million. Cash and cash equivalents increased $283 
million during 2014. 

Over the last three years, operating activities have provided 
an aggregate of $7,948 million in cash. In addition, increases in 
borrowings were $11,778 million, proceeds from sales of 
businesses were $398 million and proceeds from issuance of 
common stock (resulting from the exercise of stock options) 
were $385 million. The aggregate amount of these cash flows 
was used mainly to acquire receivables (excluding receivables 
related to sales) and equipment on operating leases that exceeded 
collections of receivables and the proceeds from sales of 
equipment on operating leases by $7,721 million, repurchase 
common stock of $5,850 million, purchase property and 
equipment of $3,526 million, pay dividends of $2,237 million 
and purchase marketable securities that exceeded proceeds from 
maturities and sales by $456 million. Cash and cash equivalents 
increased $140 million over the three-year period. 

The company has access to most global markets at 
reasonable costs and expects to have sufficient sources of global 


funding and liquidity to meet its funding needs. The company’s 
exposures to receivables from customers in European countries 
experiencing economic strains are not significant. Sources of 
liquidity for the company include cash and cash equivalents, 
marketable securities, funds from operations, the issuance of 
commercial paper and term debt, the securitization of retail 
notes (both public and private markets) and committed and 
unconumitted bank lines of credit. The company’s commercial 
paper outstanding at October 31, 2014 and 2013 was $2,633 
million and $3,162 million, respectively, while the total cash 
and cash equivalents and marketable securities position was 
$5,002 million and $5,129 million, respectively. The amount 
of the total cash and cash equivalents and marketable securities 
held by foreign subsidiaries, in which earnings are considered 
indefinitely reinvested, was $1,025 million and $559 million at 
October 31, 2014 and 2013, respectively. 

Lines of Credit. The company also has access to bank 
lines of credit with various banks throughout the world. 
Worldwide lines of credit totaled $6,413 million at October 31, 
2014, $3,367 million of which were unused. For the purpose of 
computing unused credit lines, commercial paper and short-term 
bank borrowings, excluding secured borrowings and the current 
portion of long-term borrowings, were primarily considered 
to constitute utilization. Included in the total credit lines at 
October 31, 2014 were long-term credit facility agreements 
of $2,500 million, expiring in April 2018, and $2,500 million, 
expiring in April 2019. These credit agreements require 
John Deere Capital Corporation (Capital Corporation) to 
maintain its consolidated ratio of earnings to fixed charges at 
not less than 1.05 to 1 for each fiscal quarter and the ratio of 
senior debt, excluding securitization indebtedness, to capital 
base (total subordinated debt and stockholder’s equity excluding 
accumulated other comprehensive income (loss)) at not more 
than 11 to 1 at the end of any fiscal quarter. The credit agree- 
ments also require the equipment operations to maintain a ratio 
of total debt to total capital (total debt and stockholders’ equity 
excluding accumulated other comprehensive income (loss)) of 
65 percent or less at the end of each fiscal quarter. Under this 
provision, the company’s excess equity capacity and retained 
earnings balance free of restriction at October 31, 2014 was 
$10,115 million. Alternatively under this provision, the 
equipment operations had the capacity to incur additional debt 
of $18,785 million at October 31, 2014. All of these require- 
ments of the credit agreements have been met during the periods 
included in the consolidated financial statements. 

Debt Ratings. To access public debt capital markets, the 
company relies on credit rating agencies to assign short-term 
and long-term credit ratings to the company’s securities as an 
indicator of credit quality for fixed income investors. A security 
rating is not a recommendation by the rating agency to buy, 
sell or hold company securities. A credit rating agency may 
change or withdraw company ratings based on its assessment 
of the company’s current and future ability to meet interest and 
principal repayment obligations. Each agency’s rating should 
be evaluated independently of any other rating. Lower credit 
ratings generally result in higher borrowing costs, including 
costs of derivative transactions, and reduced access to debt 


capital markets. The senior long-term and short-term debt 
ratings and outlook currently assigned to unsecured company 
securities by the rating agencies engaged by the company are 
as follows: 








Senior 
Long-Term Short-Term Outlook 
Moody's Investors 
Service, INC. vce A2 Prime-1 Stable 
Standard & Poor’s A A-1 Stable 





Trade accounts and notes receivable primarily arise 
from sales of goods to independent dealers. Trade receivables 
decreased by $481 million in 2014 due primarily to lower 
agriculture and turf shipment volumes, and the sale of the 
Water operations (see Note 4). The ratio of trade accounts 
and notes receivable at October 31 to fiscal year net sales was 
10 percent in 2014 and 11 percent in 2013. Total worldwide 
agriculture and turf receivables decreased $495 million and 
construction and forestry receivables increased $14 million. 
The collection period for trade receivables averages less than 
12 months. The percentage of trade receivables outstanding 
for a period exceeding 12 months was 1 percent at both 
October 31, 2014 and 2013. 

Deere & Company’s stockholders’ equity was $9,063 
million at October 31, 2014, compared with $10,266 million 
at October 31, 2013. The decrease of $1,203 million resulted 
from an increase in treasury stock of $2,623 million, dividends 
declared of $803 million, a change in the retirement benefits 
adjustment of $684 million and a change in the cumulative 
translation adjustment of $416 million, which were partially offset 
by net income attributable to Deere & Company of $3,162 
million and an increase in common stock of $151 million. 


EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and 
are subject to seasonal variations in financing requirements for 
inventories and certain receivables from dealers. The equipment 
operations sell a significant portion of their trade receivables to 
financial services. To the extent necessary, funds provided from 
operations are supplemented by external financing sources. 

Cash provided by operating activities of the equipment 
operations during 2014, including intercompany cash flows, 
was $4,532 million due primarily to net income adjusted for 
non-cash provisions, a decrease in inventories and trade 
receivables, a change in accrued income taxes payable/receivable 
and a change in the retirement benefits, partially offset by a 
decrease in accounts payable and accrued expenses. 

Over the last three years, these operating activities, 
including intercompany cash flows, have provided an aggregate 
of $12,149 million in cash. 

Trade receivables held by the equipment operations 
decreased by $356 million during 2014. The equipment 
operations sell a significant portion of their trade receivables 
to financial services (see previous consolidated discussion). 

Inventories decreased by $725 million in 2014 due primarily 
to lower agriculture and turf shipment and production volumes 
and the sale of the Water operations (see Note 4). Most of these 
inventories are valued on the last-in, first-out (LIFO) method. 


The ratios of inventories on a first-in, first-out (FIFO) basis 
(see Note 15), which approximates current cost, to fiscal year 
cost of sales were 23 percent and 25 percent at October 31, 
2014 and 2013, respectively. 

Total interest-bearing debt of the equipment operations 
was $5,077 million at the end of 2014, compared with $5,951 
million at the end of 2013 and $5,870 million at the end of 2012. 
The ratio of total debt to total capital (total interest-bearing 
debt and stockholders’ equity) at the end of 2014, 2013 and 
2012 was 36 percent, 37 percent and 46 percent, respectively. 

Property and equipment cash expenditures for the 
equipment operations in 2014 were $1,045 million, compared 
with $1,155 million in 2013. Capital expenditures in 2015 are 
estimated to be $875 million. 


FINANCIAL SERVICES 

The financial services operations rely on their ability to 
raise substantial amounts of funds to finance their receivable 
and lease portfolios. Their primary sources of funds for this 
purpose are a combination of commercial paper, term debt, 
securitization of retail notes, equity capital and borrowings 
from Deere & Company. 

The cash provided by operating activities and financing 
activities was used primarily for investing activities. Cash flows 
from the financial services’ operating activities, including 
intercompany cash flows, were $1,321 million in 2014. 

Cash used by investing activities totaled $4,756 million in 2014, 
due primarily to the cost of receivables (excluding trade and 
wholesale) and cost of equipment on operating leases exceeding 
collections of these receivables and the proceeds from sales of 
equipment on operating leases by $3,836 million and an increase 
in trade receivables and wholesale notes of $782 million. 

Cash provided by financing activities totaled $4,185 million in 
2014, representing primarily an increase in external borrowings 
of $3,936 million, borrowings from Deere & Company of 
$368 million and capital investment from Deere & Company 
of $67 million, partially offset by dividends paid of $150 million 
to Deere & Company. Cash and cash equivalents increased 
$737 million. 

Over the last three years, the operating activities, 
including intercompany cash flows, have provided $3,442 
million in cash. In addition, an increase in total borrowings of 
$12,539 million and capital investment from Deere & Company 
of $453 million provided cash inflows. These amounts have 
been used mainly to fund receivables (excluding trade and 
wholesale) and equipment on operating lease acquisitions, 
which exceeded collections and the proceeds from sales of 
equipment on operating leases by $11,531 million, fund an 
increase in trade receivables and wholesale notes of $3,453 
million, pay dividends to Deere & Company of $380 million 
and purchase marketable securities that exceeded proceeds from 
maturities and sales by $239 million. Cash and cash equivalents 
increased $758 million over the three-year period. 

Receivables and equipment on operating leases increased 
by $3,099 million in 2014, compared with 2013. Total acquisi- 
tion volumes of receivables (excluding trade and wholesale notes) 
and cost of equipment on operating leases increased 4 percent 
in 2014, compared with 2013. The volumes of operating leases, 
financing leases and revolving charge accounts increased 
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approximately 27 percent, 6 percent and 3 percent, respectively, 
while retail note volumes were about the same. The amount of 
wholesale notes increased 11 percent and trade receivables 
increased 1 percent during 2014. At October 31, 2014 and 2013, 
net receivables and leases administered, which include receivables 
administered but not owned, were $39,629 million and $36,559 
million, respectively. 

Total external interest-bearing debt of the financial 
services operations was $31,882 million at the end of 2014, 
compared with $28,524 million at the end of 2013 and $26,551 
million at the end of 2012. Total external borrowings have 
changed generally corresponding with the level of the receivable 
and lease portfolio, the level of cash and cash equivalents, the 
change in payables owed to Deere & Company and the change 
in investment from Deere & Company. The financial services 
operations’ ratio of total interest-bearing debt to total stock- 
holder’s equity was to 7.4 to 1 at the end of 2014, 7.3 to 1 at 
the end of 2013 and 7.2 to 1 at the end of 2012. 

The Capital Corporation has a revolving credit agreement 
to utilize bank conduit facilities to securitize retail notes (see 
Note 13). At October 31, 2014, the facility had a total capacity, 
or “financing limit,” of up to $3,000 million of secured 
financings at any time. The facility was renewed in November 
2014 with a capacity of $3,500 million. After a three-year 
revolving period, unless the banks and Capital Corporation agree 
to renew, Capital Corporation would liquidate the secured 
borrowings over time as payments on the retail notes are 
collected. At October 31, 2014, $1,617 million of short-term 
securitization borrowings was outstanding under the agreement. 

During 2014, the financial services operations issued 
$3,014 million and retired $2,565 million of retail note securiti- 
zation borrowings. During 2014, the financial services operations 
also issued $8,171 million and retired $4,390 million of long- 
term borrowings, which were primarily medium-term notes. 


OFF-BALANCE-SHEET ARRANGEMENTS 


At October 31, 2014, the company had approximately $210 
million of guarantees issued primarily to banks outside the 

US. related to third-party receivables for the retail financing 

of John Deere equipment. The company may recover a portion 
of any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 
The maximum remaining term of the receivables guaranteed at 
October 31, 2014 was approximately six years. 


AGGREGATE CONTRACTUAL OBLIGATIONS 


The payment schedule for the company’s contractual obligations 


at October 31, 2014 in millions of dollars is as follows: 





Less More 
than 283 485 than 
Total 1 year years years 5 years 





On-balance-sheet 

Debt* 

Equipment operations..... $5,091 $ 434 $ 270 $ 775 $3,612 
Financial services*™....... 31,692 9962 11,477 6,578 3,675 


NOTA aciticahscteaettsonass 36,783 10,396 11,747 7,353 = 7,287 








(continued) 





Less More 
than 283 485 than 
Total 1 year years years 5 years 


Interest relating to debt***.. $ 4,777 $ 609 $1,069 $ 745 $2,354 








Accounts payable .............. 2,143 2,611 90 39 3 
Capital leaSeS.....cceeeeee 87 39 42 4 2 
Off-balance-sheet 

Purchase obligations.......... 3,007 =2,970 37 

Operating leases... 371 121 134 70 46 
Total ooo $47,768 $16,746 $13,119 $ 8,211 $9,692 





* 


Principal payments. 

** Securitization borrowings of $4,559 million classified as short-term on the balance 
sheet related to the securitization of retail notes are included in this table based on 
the expected payment schedule (see Note 18). 

*** Includes projected payments related to interest rate swaps. 





The previous table does not include unrecognized tax 
benefit liabilities of approximately $213 million at October 31, 
2014, since the timing of future payments is not reasonably 
estimable at this time (see Note 8). For additional information 
regarding pension and other postretirement employee benefit 
obligations, short-term borrowings, long-term borrowings and 
lease obligations, see Notes 7, 18, 20 and 21, respectively. 


CRITICAL ACCOUNTING POLICIES 


The preparation of the company’s consolidated financial 
statements in conformity with accounting principles generally 
accepted in the U.S. requires management to make estimates 
and assumptions that affect reported amounts of assets, liabilities, 
revenues and expenses. Changes in these estimates and assump- 
tions could have a significant effect on the financial statements. 
The accounting policies below are those management believes 
are the most critical to the preparation of the company’s financial 
statements and require the most difficult, subjective or complex 
judgments. The company’s other accounting policies are 
described in the Notes to the Consolidated Financial Statements. 


Sales Incentives 
At the time a sale to a dealer is recognized, the company records 
an estimate of the future sales incentive costs for allowances and 
financing programs that will be due when the dealer sells the 
equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels and retail sales volumes. The final cost of these programs 
and the amount of accrual required for a specific sale are fully 
determined when the dealer sells the equipment to the retail 
customer. This is due to numerous programs available at any 
particular time and new programs that may be announced after 
the company records the sale. Changes in the mix and types of 
programs affect these estimates, which are reviewed quarterly. 

The sales incentive accruals at October 31, 2014, 2013 
and 2012 were $1,573 million, $1,531 million and $1,453 
million, respectively. The increase in 2014 was due primarily to 
higher sales incentive accruals related to the U.S. and Canada 
operations. The increase in 2013 was due primarily to higher 
sales volumes. 

The estimation of the sales incentive accrual is impacted 
by many assumptions. One of the key assumptions is the 
historical percent of sales incentive costs to retail sales 





from dealers. Over the last five fiscal years, this percent has 
varied by an average of approximately plus or minus .5 percent, 
compared to the average sales incentive costs to retail sales 
percent during that period. Holding other assumptions constant, 
if this estimated cost experience percent were to increase or 
decrease .5 percent, the sales incentive accrual at October 31, 
2014 would increase or decrease by approximately $40 million. 


Product Warranties 

At the time a sale to a dealer is recognized, the company 
records the estimated future warranty costs. The company 
generally determines its total warranty liability by applying 
historical claims rate experience to the estimated amount of 
equipment that has been sold and is still under warranty based 
on dealer inventories and retail sales. The historical claims rate 
is primarily determined by a review of five-year claims costs 
and consideration of current quality developments. Variances in 
claims experience and the type of warranty programs affect 
these estimates, which are reviewed quarterly. 

The product warranty accruals, excluding extended 
warranty unamortized premiums, at October 31, 2014, 2013 
and 2012 were $809 million, $822 million and $733 million, 
respectively. The changes were due primarily to lower sales 
volumes in 2014 and higher sales volumes in 2013. 

Estimates used to determine the product warranty accruals 
are significantly affected by the historical percent of warranty 
claims costs to sales. Over the last five fiscal years, this percent 
has varied by an average of approximately plus or minus .08 
percent, compared to the average warranty costs to sales percent 
during that period. Holding other assumptions constant, if this 
estimated cost experience percent were to increase or decrease 
.08 percent, the warranty accrual at October 31, 2014 would 
increase or decrease by approximately $35 million. 


Postretirement Benefit Obligations 

Pension obligations and other postretirement employee 

benefit (OPEB) obligations are based on various assumptions 
used by the company’s actuaries in calculating these amounts. 
These assumptions include discount rates, health care cost trend 
rates, expected return on plan assets, compensation increases, 
retirement rates, mortality rates and other factors. Actual results 
that differ from the assumptions and changes in assumptions 
affect future expenses and obligations. 

The pension liabilities, net of pension assets, recognized 
on the balance sheet at October 31, 2014 and 2012 were $743 
million and $1,817 million, respectively. The pension assets, 
net of pension liabilities, at October 31, 2013 were $40 million. 
The increase in pension net liabilities in 2014 was due primarily 
to decreases in discount rates and updated mortality assumptions 
based on the Society of Actuaries’ (SOA) RP-2000 base table 
and mortality projection scale BB. The increase in pension net 
assets in 2013 was due primarily to the return on plan assets and 
increases in discount rates, partially offset by interest on the 
liabilities. The OPEB liabilities, net of OPEB assets, at October 
31, 2014, 2013 and 2012 were $5,347 million, $4,769 million 
and $5,736 million, respectively. The increase in 2014 was due 
primarily to the change in the mortality assumptions mentioned 
above and decreases in discount rates, partially offset by a change 
in the retiree medical credit plan (see Note 7). The decrease 


in 2013 was due primarily to increases in discount rates and 
favorable claims experience, partially offset by interest on the 
liabilities. In October 2014, the SOA finalized new mortality 
tables (RP-2014) and mortality improvement scale (MP-2014). 
The company does not expect the effects of the new mortality 
tables on its mortality assumptions and resulting effects on the 
consolidated financial statements to be significant when adopted. 

The effect of hypothetical changes to selected assumptions 
on the company’s major U.S. retirement benefit plans would be 
as follows in millions of dollars: 





October 31, 2014 2015 





Increase Increase 
Percentage (Decrease) (Decrease) 
Assumptions Change PBO/APBO* Expense 
Pension 
Discount rate**.......ccecee +/-.5 $ (634)/676 $ (38)/37 
Expected return 
ON ASSES ..eeeseseseeeeseeees +/-.5 (48)/48 
OPEB 
Discount rate*™ 0... cece +/-.5 (373)/415 (19)/21 
Expected return 
ON ASSETS ...ecseeeseseeeeeees +/-.5 (4)/4 
Health care cost 
trend Tate” ss cc.cesescsvasveres +/-1.0 835/(639) 107/(83) 


* Projected benefit obligation (PBO) for pension plans and accumulated postretirement 
benefit obligation (APBO) for OPEB plans. 
** Pretax impact on service cost, interest cost and amortization of gains or losses. 





Goodwill 

Goodwill is not amortized and is tested for impairment annually 
and when events or circumstances change such that it is more 
likely than not that the fair value of a reporting unit is reduced 
below its carrying amount. The end of the fiscal third quarter is 
the annual measurement date. To test for goodwill impairment, 
the carrying value of each reporting unit is compared with its 
fair value. If the carrying value of the goodwill is considered 
impaired, a loss is recognized based on the amount by which the 
carrying value exceeds the implied fair value of the goodwill. 

An estimate of the fair value of the reporting unit is 
determined through a combination of comparable market values 
for similar businesses and discounted cash flows. These estimates 
can change significantly based on such factors as the reporting 
unit’s financial performance, economic conditions, interest 
rates, growth rates, pricing, changes in business strategies and 
competition. 

Based on this testing, the company identified a reporting 
unit in 2012 for which the goodwill was impaired. None were 
impaired in 2014 and 2013. In the fourth quarter of 2012, 
the company recorded a non-cash charge in cost of sales of 
$33 million pretax, or $31 million after-tax. The charge was 
associated with a reporting unit included in the agriculture and 
turf operating segment. The key factor contributing to the 
impairment was a decline in the reporting unit’s forecasted 
financial performance (see Note 5). 

A 10 percent decrease in the estimated fair value of 
the company’s reporting units would have had no impact on 
the carrying value of goodwill at the annual measurement date 
in 2014. 
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Allowance for Credit Losses 

The allowance for credit losses represents an estimate of 

the losses inherent in the company’s receivable portfolio. 

The level of the allowance is based on many quantitative 

and qualitative factors, including historical loss experience 

by product category, portfolio duration, delinquency trends, 
economic conditions and credit risk quality. The adequacy 

of the allowance is assessed quarterly. Different assumptions or 
changes in economic conditions would result in changes to the 
allowance for credit losses and the provision for credit losses. 

The total allowance for credit losses at October 31, 2014, 
2013 and 2012 was $230 million, $240 million and $243 million, 
respectively. The allowance decreased in 2014, compared to 
2013, due primarily to foreign currency translation, and was 
approximately the same in 2013 compared to 2012. 

The assumptions used in evaluating the company’s 
exposure to credit losses involve estimates and significant 
judgment. The historical loss experience on the receivable 
portfolio represents one of the key assumptions involved in 
determining the allowance for credit losses. Over the last five 
fiscal years, this percent has varied by an average of approxi- 
mately plus or minus .16 percent, compared to the average 
loss experience percent during that period. Holding other 
assumptions constant, if this estimated loss experience on the 
receivable portfolio were to increase or decrease .16 percent, 
the allowance for credit losses at October 31, 2014 would 
increase or decrease by approximately $60 million. 


Operating Lease Residual Values 

The carrying value of equipment on operating leases is affected 
by the estimated fair values of the equipment at the end of the 
lease (residual values). Upon termination of the lease, the 
equipment is either purchased by the lessee or sold to a third 
party, in which case the company may record a gain or a loss 
for the difference between the estimated residual value and the 
sales price. The residual values are dependent on current 
economic conditions and are reviewed quarterly. Changes in 
residual value assumptions would affect the amount of deprecia- 
tion expense and the amount of investment in equipment on 
operating leases. 

The total operating lease residual values at October 31, 
2014, 2013 and 2012 were $2,786 million, $2,115 million and 
$1,676 million, respectively. The changes in 2014 and 2013 
were due primarily to the increasing levels of operating leases. 

Estimates used in determining end of lease market values 
for equipment on operating leases significantly impact the 
amount and timing of depreciation expense. If future market 
values for this equipment were to decrease 10 percent from 
the company’s present estimates, the total impact would be 
to increase the company’s annual depreciation for equipment 
on operating leases by approximately $125 million. 


FINANCIAL INSTRUMENT MARKET RISK INFORMATION 


The company is naturally exposed to various interest rate and 
foreign currency risks. As a result, the company enters into 
derivative transactions to manage certain of these exposures that 
arise in the normal course of business and not for the purpose 
of creating speculative positions or trading. The company’s 


financial services operations manage the relationship of the 
types and amounts of their funding sources to their receivable 
and lease portfolio in an effort to diminish risk due to interest 
rate and foreign currency fluctuations, while responding to 
favorable financing opportunities. Accordingly, from time to 
time, these operations enter into interest rate swap agreements 
to manage their interest rate exposure. The company also has 
foreign currency exposures at some of its foreign and domestic 
operations related to buying, selling and financing in currencies 
other than the functional currencies. The company has entered 
into agreements related to the management of these foreign 
currency transaction risks. 


Interest Rate Risk 

Quarterly, the company uses a combination of cash flow models 
to assess the sensitivity of its financial instruments with interest 
rate exposure to changes in market interest rates. The models 
calculate the effect of adjusting interest rates as follows. 

Cash flows for financing receivables are discounted at the 
current prevailing rate for each receivable portfolio. Cash flows 
for marketable securities are primarily discounted at the 
applicable benchmark yield curve plus market credit spreads. 
Cash flows for unsecured borrowings are discounted at the 
applicable benchmark yield curve plus market credit spreads for 
similarly rated borrowers. Cash flows for securitized borrowings 
are discounted at the swap yield curve plus a market credit 
spread for similarly rated borrowers. Cash flows for interest rate 
swaps are projected and discounted using forward rates from the 
swap yield curve at the repricing dates. The net loss in these 
financial instruments’ fair values which would be caused by 
decreasing the interest rates by 10 percent from the market rates 
at October 31, 2014 would have been approximately $18 million. 
The net loss from decreasing the interest rates by 10 percent at 
October 31, 2013 would have been approximately $14 million. 


Foreign Currency Risk 
In the equipment operations, the company’s practice is to hedge 
significant currency exposures. Worldwide foreign currency 
exposures are reviewed quarterly. Based on the equipment 
operations’ anticipated and committed foreign currency cash 
inflows, outflows and hedging policy for the next twelve 
months, the company estimates that a hypothetical 10 percent 
weakening of the U.S. dollar relative to other currencies 
through 2015 would decrease the 2015 expected net cash 
inflows by $16 million. At October 31, 2013, a hypothetical 
10 percent weakening of the U.S. dollar under similar assump- 
tions and calculations indicated a potential $10 million adverse 
effect on the 2014 net cash inflows. 

In the financial services operations, the company’s 
policy is to hedge the foreign currency risk if the currency of 
the borrowings does not match the currency of the receivable 
portfolio. As a result, a hypothetical 10 percent adverse change 
in the value of the U.S. dollar relative to all other foreign 
currencies would not have a material effect on the financial 
services cash flows. 


MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 


The management of Deere & Company is responsible for 
establishing and maintaining adequate internal control over 
financial reporting. Deere & Company’s internal control system 
was designed to provide reasonable assurance regarding the 
preparation and fair presentation of published financial statements 
in accordance with generally accepted accounting principles. 

All internal control systems, no matter how well designed, 
have inherent limitations. Therefore, even those systems 
determined to be effective can provide only reasonable assurance 
with respect to financial statement preparation and presentation 
in accordance with generally accepted accounting principles. 

Management assessed the effectiveness of the company’s 
internal control over financial reporting as of October 31, 2014, 
using the criteria set forth in Internal Control — Integrated 
Framework (1992) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on that 
assessment, management believes that, as of October 31, 2014, 
the company’s internal control over financial reporting was 
effective. 

The company’s independent registered public accounting 
firm has issued an audit report on the effectiveness of the 
company’s internal control over financial reporting. This report 
appears below. 





December 19, 2014 


REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


Deere & Company: 

We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries (the “Company”) as of 
October 31, 2014 and 2013, and the related statements of 
consolidated income, comprehensive income, changes in 
consolidated stockholders’ equity, and consolidated cash flows 
for each of the three years in the period ended October 31, 
2014. We also have audited the Company’s internal control 
over financial reporting as of October 31, 2014, based on 
criteria established in Internal Control - Integrated Framework 
(1992) issued by the Committee of Sponsoring Organizations 
of the Treadway Commission. The Company’s management 

is responsible for these financial statements, for maintaining 
effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial 
reporting, included in the accompanying Management’s Report 
on Internal Control Over Financial Reporting. Our responsi- 
bility is to express an opinion on these financial statements and 
an opinion on the Company’s internal control over financial 
reporting based on our audits. 

We conducted our audits in accordance with the 
standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement and 
whether effective internal control over financial reporting was 
maintained in all material respects. Our audits of the financial 
statements included examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial state- 
ments, assessing the accounting principles used and significant 
estimates made by management, and evaluating the overall 
financial statement presentation. Our audit of internal control 


over financial reporting included obtaining an understanding 

of internal control over financial reporting, assessing the risk 
that a material weakness exists, and testing and evaluating the 
design and operating effectiveness of internal control based on 
the assessed risk. Our audits also included performing such other 
procedures as we considered necessary in the circumstances. 

We believe that our audits provide a reasonable basis for our 
opinions. 

A company’s internal control over financial reporting is a 
process designed by, or under the supervision of, the company’s 
principal executive and principal financial officers, or persons 
performing similar functions, and effected by the company’s 
board of directors, management, and other personnel to provide 
reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted 
accounting principles. A company’s internal control over 
financial reporting includes those policies and procedures that 
(1) pertain to the maintenance of records that, in reasonable 
detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit 
preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expendi- 
tures of the company are being made only in accordance with 
authorizations of management and directors of the company; 
and (3) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use, or disposition 
of the company’s assets that could have a material effect on the 
financial statements. 

Because of the inherent limitations of internal control 
over financial reporting, including the possibility of collusion 
or improper management override of controls, material 
misstatements due to error or fraud may not be prevented or 
detected on a timely basis. Also, projections of any evaluation 
of the effectiveness of the internal control over financial 
reporting to future periods are subject to the risk that the controls 
may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures 
may deteriorate. 

In our opinion, the consolidated financial statements 
referred to above present fairly, in all material respects, the 
financial position of the Company as of October 31, 2014 and 
2013, and the results of their operations and their cash flows for 
each of the three years in the period ended October 31, 2014, 
in conformity with accounting principles generally accepted in 
the United States of America. Also in our opinion, the Company 
maintained, in all material respects, effective internal control 
over financial reporting as of October 31, 2014, based on the 
criteria established in Internal Control — Integrated Framework 
(1992) issued by the Committee of Sponsoring Organizations of 
the Treadway Commission. 


Deloitte & Touche LLP 
Chicago, Illinois 
December 19, 2014 
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DEERE & COMPANY 

STATEMENT OF CONSOLIDATED INCOME 

For the Years Ended October 31, 2014, 2013 and 2012 
(In millions of dollars) 






































2014 2013 

Net Sales and Revenues 
INCU SEAS Sc ects crrecen cearesReanetteatecnesaea tisacceaatasacicsesssatsiaensieaiaencaee cues bsaaanieantiatoneatisageipanteatacamenseciaeistsnaiaiaral® $32,960.6 $ 34,997.9 
FINANCE ANC IMLEESE IMC OMG ecccesizecscziss dycscdush ove scdesecyeenduyesweecdestdin ac toriandac Sendeees conieve: SetlaasnnbAd miley 2,282.1 2,115.1 
TIEN MAG ONG? cxc ernnestexe cttansides ease aus surrtestcaca meveassesateateasaaaeaseaiasatedsaueian aanstsdosnaresaesesnineavtea sian tuniaansernsanseanaetiaets 824.2 682.4 

VOtah esvedescpeissies herdcessteedtredmstzadim ctredenesioiineaciaieryatmiin ai mtbr dnnternienta a ndehneneaimsaratan 36,066.9 37,795.4 
Costs and Expenses 
AG OSBION SECS sc aryceccosca tcences atx ences ana sceustagsecesscaus cess aes acvaciaus sees tessa ceen Cassa ten rats ate ounces pees ce eet ce een eae 24,775.8 25,667.3 
Researchand: development @xPOnSes’ sccc.ccsczcc.cswvenedacvevcesdeasiesnedeucunseeeainancenatsh afeguetinar cevanehapsasinevuencedactacncnen 1,452.0 1,477.3 
Selling, administrative and general expenses 3,284.4 3,605.5 
IMTGHESE:- OXPOMSE ccd scses cesedcdan iets nssuntavanesncnustie dade steeds favedesn dread Saba fawedectncins des ¥ncue aden auttetestavemedgetudnedeatuweesstags 664.0 741.3 
Other operating expenses 1,093.3 820.6 

31,269.5 32,312.0 

Income of Consolidated Group before INCOME TAXES .................ccccccccceesetetscssssseseecstesssseseeetees 4,797.4 5,483.4 
PFOVISION TOM INCOME LAXCS Sei sacess died cevs de dacouret enti eeecee th avrenniieed ainda. ken ieee.ctandeee ktandeeeetaunsed etaunneeewianaas 1,626.5 1,945.9 
Income of Consolidated Group.............0.0.ccccccccccsscececscssscssseecscssssssssecessssssssescssesesetsessvavesetesseneaes 3,170.9 3,537.5 
Equity in income (loss) of unConsolidated affiliates .........ccccccsessseecscsssssssesstseessssssssecscssssessssestavesstsssesenees (7.6) d 
Net INGOMG siceiccSeice: Severs costes espe diene dinin diet eaentiactotiatlewsth elt AtveeattAteiateshatwatiaty 3,163.3 3,537.6 

Less: Net income attributable to noncontrolling iNtereSts.......c.cccceeseseecstecsseseesecsssssesssesstssessesesseetees 1.6 3 
Net Income Attributable to Deere & Company.............0.0.0.cccc ccc ce cecesesesescsteseseeeseststssesesteseeeeseees $ 3,161.7 $ 3,537.3 
Per Share Data 
PAS Sees ceecnses ents star scaes soeucacev anise cet ate i caesetestesats tess aire tance reacts eee ene nee eee ee cera $ 8.71 $ 9.18 
DTCs To [peers eee i Bre DS Et eR oO EE CRT OP a Ce OT $ 8.63 $ 9.09 
IVICIEMCS COCA CG ea sects crs cactucsccsectetucseet cnrstnisaisvsesaitmeatatoncnsa theese neat amncasavaenaa tensa aces wreeats $ 2.22 $ 1.99 
Average Shares Outstanding 
NASI i ssrsa ee cusheva rota aazcasuinitas an aysatsataceateaa di sin aahtacaniaita avindidaaissntabasiviadessaanaipaasuinienasartitamasennaiiereinaaaas 363.0 385.3 
PUTO Geese ccsccest faces ces cients ticetee des aucuseSesuaaiesaessesau cous on davak ob nupicwstcunactunucasuceieimncueiegaedtbar eases idenatSiaceensgnebceelte 366.1 389.2 


2012 


$33,500.9 
1,981.3 
674.9 


36,1571 


25,007.8 
1,433.6 
3,417.0 

782.8 
781.5 


31,422.7 


4,734.4 
1,659.4 


3,075.0 
(3.4) 


3,071.6 
6.9 
$ 3,064.7 


7.12 
7.63 
1.79 


AAA 


397.1 
401.5 





The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 
For the Years Ended October 31, 2014, 2013 and 2012 
(In millions of dollars) 


























2014 2013 2012 
Net INCOME ooo. ccc cccccecscscsescsceecevscseevevsesecsvevevecuesvsvevevansevsvevevavecauesvevevevavavsvevevevereeeeveveveneneevees $ 3163.3 $ 3,537.6 $ 3,071.6 
Other Comprehensive Income (Loss), Net of Income Taxes 
Retirement benefits ACjUSKMENT. ..::.iecececssaciessseessscsesesessesessesssecesensesssecsoansssenseiaseseesuarseiesszsnnssesversesensassaaes (684.4) 1,950.0 (623.6) 
Cumulative:tramslation ACiUSTIM GMT: <decvzcececcacceeseers. civ easrendesastea cen sdehuauovetehuaeis aaelacataaerdeantaal canteens (415.5) (70.9) (270.0) 
Unrealized gain (loSs) ON CerivatiVeS .....cccceceeeeeees 2.8 10.7 (5.1) 
Unrealized gain (loss) on investments 6.9 (11.3) 49 
Other Comprehensive Income (Loss), Net Of INCOME TaXES............0...ccccccccccscscsescseeeecsssssssseeereteees (1,090.2) 1,878.5 (893.8) 
Comprehensive Income of Consolidated Group ...............ccccccccsssssscscssssesesecssssesssseecssesesssenenesenes 2,073.1 5,416.1 2,177.8 
Less: Comprehensive income attributable to 
MOMEOMEMOMIMG MMTEKESTS ci ssjsacchedesiaccdecicaeacdsdeius deaedesan diy Secs catebvdan ete sieaa usta neceuisde saa euinsns daveweanneecdent 1.3 A 6.6 
Comprehensive Income Attributable to Deere & Company ..........0..0.0.cccccc ccc cece cs teesesteseeteeees $ 2,071.8 $ 5,415.7 $ 2171.2 

















The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


CONSOLIDATED BALANCE SHEET 
As of October 31, 2014 and 2013 
(In millions of dollars except per share amounts) 


















2014 

ASSETS 

Gash anid CaShiGQuivalentSycsc: siat, <a ckiaceias austere tccviieben deveid na dicidedan cal beeaeiaditaceat coed scence nda aan aeiaade ebuaaheieee $ 3,787.0 
Marketable S@CUuTItIES ooo. ccs cscs esses srsscrtreeres 1,215.4 
Receivables from unconsolidated affiliates 30.2 
Trade accounts and notes receivable - net 3,277.6 
Financing receivables - et .....ccccccssecsceseeeteessseeeeees 27,422.2 
Financing receivables SeCUuritiZed - Nt... 4,602.3 
Other receivables oo. cecscc cesses cesses scsseeeeeres 1,500.3 
EQUIPMENT-ON: OPELatiNG I6ASES'= NET sssdescsevssevssseeeverescaesiereAersaevecvanseioencersaveeseeshere atyeerd adie ene iueere sateen inciaiyeneeeeadd 4,015.5 
TANT LST] CO] = seen Or RD RR ee 4,209.7 
Property and equipment - net 5,977.8 
nvestments in unconsolidated affiliates 303.2 
GOOG Willits sete, stescetesSiest ctectisaceteartasawesnsdins cesussenaiteancinectntiaenuntad teal tee eteeina er ene iets 791.2 
Other intangible assets - net 68.8 
Retirement D@nefits .......cccccecccsssecscsecscsesscsesscsesecsesscseessesscsesecsesecsevscsssesansessesessesacsesessesecarsscsesesarsasaeeesarsesseeasateass 262.0 
DGTSrEG INCOME: TAXCS 3 aa ccgzssnesecseaaausease aaesasesienaay'sseslescngasesedsayasesesscassadiesaquanadiesacunsedesncaniadesacantadesadunteiecetantshecatentaiesads 2,/76.6 
Other assets 1,496.9 





LIABILITIES AND STOCKHOLDERS’ EQUITY 








LIABILITIES 

Short-term DOrrOWINGS.......ccccccescsscscscssssssssscscscsssssesecsvsvscsssssevevscasssssssuesasessssssesesacesessesesssasausssseeseseseseseesssaseseseeeees $ 8019.2 
Short-term Securitization DOPOWINGS ......c.cccsccesesessseccesesssssssssetscscessssesecscscessssssecsssssssesesssssessssssesavasesessesesssasessesteees 4,558.5 
Payables to UNConSOlidated affiliates... cccccscecscscscsssssecscssssssssscscsssssssesessssssesssseussssessssesesssesessessesvavesesesseeeanes 101.0 
Accounts payable and accrued expenses 8,594.1 
Deferred income taxes 160.9 
Long-term borrowings 24,380.7 


Retirement benefits and other liabilities ........ 6,496.5 














Liabilities held for sale 
Total liabilities 52,270.9 
Commitments and contingencies (Note 22) 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 
issued — 536,431,204 shares in 2014 and 2013), at paid-in AMOUNE......cccceeceseseeecscseseesetsstssssseseeeerees 3,675.4 
Common stock in treasury, 190,926,805 shares in 2014 and 162,628,440 shares in 2013, at cost (12,834.2) 
PCLAINGGCANMINGS 2s. c5.szeshectssxersndine! everisecaaeadipandid eds teeta ands a aharae ns auatiass avd erenh cteeunwevenes ereaes 22,004.4 
Accumulated other comprehensive income (loss) (3,783.0) 
Total Deere & Company stockholders’ equity 9,062.6 
Noncontrolling interests ..........000 2.9 
Total stockholders’ equity 9,065.5 
Total Liabilities and Stockholders’ Equity ........0.......ccccccsccccccscscscsesecscecsssssseecscesssessesssssesssseessssesseneeees $ 61,336.4 


$ 61,336.4 


2013 


$ 3,504.0 
1,624.8 
31.2 
3,758.2 
25,632.7 
4153.4 
1,464.0 
3,152.2 
4,934.7 
5,466.9 
221.4 
844.8 
TA 
551.1 
2,325.4 
1,274.7 
505.0 


$ 59,521.3 


$ 8,788.9 
4109.1 
106.9 
8,973.6 
160.3 
21,5777 
5,416.7 
120.4 


49,253.6 


3,524.2 
(10,210.9) 
19,645.6 

(2,693.1) 


10,265.8 
1.9 


10,267.7 
$ 59,521.3 





The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED CASH FLOWS 
For the Years Ended October 31, 2014, 2013 and 2012 
(In millions of dollars) 






























































2014 2013 
Cash Flows from Operating Activities 
INGE INGO Gs cccotssictcatatentciact(snzesunsaae;neatiedteiastiegeieacssaateiqbatgennsandeand cans tnavdoiean(sanasavtdsandieandtanduantgeandiaeagtondiaeieat? $ 3163.3 $ 3,537.6 
Adjustments to reconcile net income to net cash provided by operating activities: 
PROVISION TOR GICOIGIOSSOS ieee: ceaeartesan dual ccaccestieaist ccniaestecvanseatteeacteat cues eatn avendratatenstetntaresyeuatae neers 38.1 20.5 
Provision for depreciation and amortization... 1,306.5 1,140.3 
IMpairMent CHAPGES.......ccccccceeecscsesesseseessssseseeees 95.9 102.0 
Share-based Compensation EXPENSE... 78.5 80.7 
Undistributed earnings of unconsolidated affiliates 9.3 9.1 
Credit for deferred INCOME: taXCS...:..s<ccseiseccsecestnseessdsenevennsensceescenssecsocsnoseuencseseseanchtarecsavt¥avsnsselscseanesipseenes (280.1 (172.6) 
Changes in assets and liabilities: 
Trade, notes and financing receivables related to sales (749.0 (1,510.2) 
INSUPANCE FECEIVADIES ......ccecsetscstseeessseseseecssssssssseseeeeas (149.9 263.4 
IIVEM TOMES cadence cased ee naedisusSaachededessonuel ta sewsted a favedeesasierntsemn sundectaunsufacannsidouawsegedeunsgadsecsndunndeatadeeagieys (297.9 (728.4) 
ACcounts payable amd ACCrUEd EXDONSESs +. cs:c2ss cccvsseeseccass dee ecdoseceddaaveadecds ievedeetarenaeeenees dinate dees (137.1 2171 
Accrued income taxes payable/receivable 342.6 80.4 
RGUEMENt DOMCTIS v.i8s.cesindk teeeac dine dindae ceaeninerindGinicinndininiai cnanian 336.9 262.0 
NOUN izes teas scent evezscacuseas essay vatesestasedeuvossvedscuua eae teadeaessavtsaaciiesepsnaesanss seospa gechtesalaseaeaspterinansteseasweiestes (231.2 (47.6) 
Net:cash provided by operating ACtivitiOS:..:iiciii wi seiainieriiieecinesierieaiansiidiiecienas 3,525.9 3,254.3 
Cash Flows from Investing Activities 
Collections of receivables (excluding receivables related tO SaleS).......cccccseccccscseseeecscscsssessecstesesssseeerees 15,319.1 14,088.0 
Proceeds from maturities and sales of marketable SCCUTItIES ..o.. occ ccc cess cecsecsecsecssceessecseceesinsiusinsenseees 1,022.5 843.9 
Proceeds from sales of equipment on operating leases 1,091.5 936.7 
Proceeds from sales of businesses, net Of CASN SOIC... cece cccsecscececsscsecsecsscsecsesssceeseesessenseeseusinseesers 345.8 22.0 
Cost of receivables acquired (excluding receivables related tO SAleS) ......ccceccecceeetscscsssessescstsvssseseseereres (17,240.4 (17,011.7) 
Purchases of marketable securities (614.6 (1,026.3) 
Purchases:of property and SQuIDINENT sessicivstecscecedsvaceisecsssevtessssbattancevber¥esectdsstencevica¥seesviectascdvicdvaecersaavergeats (1,048.3 (1,158.4) 
Cost of equipment on operating leASES ACQUIFED .......cccscesecscscsescseesetscsssssssesesetsssssssssesetscesessesessteveseseesesenanes (1,611.0 1,216.9) 
Acquisitions of businesses, net of cash acqu (83.5) 
UNG Ties Sts ict eat occas mrerne armies sean rose ner mran gto mena cameo ee (145.6 (214.5) 
Net:caSh US6d TOF INVESTING:ACTIVILIOS  exisscsscsecevsnsceseevens chdcerancetsernse cesta ectieerinediveneeeaen emerson (2,881.0 4820.7) 
Cash Flows from Financing Activities 
Increase in total short-term DOrrOWINGS .....ccccseescscscscscsesssestecscsssssesescssscssssseesscesessessssesesssessetesesesesetseanas 89.2 2,749.4 
Proceeds from long-term DOrrOWINGS.........scccsccsssssssssescsssssssssssessssssseceseessvssssessesesesasasessesesavsssseueesavevacasensases 8,232.0 4,734.0 
Payments of long-term DOrMmOWINGS.....::+2:::c0secesesscssseessesssescecseedsesesevsssnsnsssssssscideessscsasesedssstsersassstseseacienstensenes (5,209.1 (4,958.5) 
Proceeds from issuance of common stock 149.5 174.5 
Repurchases: Of COMMON SIOCK cscs ciscsestcesscseecceussncscstyssnsecaenssescucins30ieiues sana caeinsedeceduad dsgedeapaduasduneseddacvacasven (2,731.4 (1,531.4) 
PIWIGOMS Pal Glee.s a sivsic2s caitereaicswenvns un aticesesaaatitessaive sess shadecieusniney sb cashunneeataues accede aceavalvhnacdovhseenecaueavbecdeaneheuenes (786.0 (752.9) 
30.8 50.7 
(63.6 (59.3) 
(288.3 406.5 
(73.6 Ve 
Net Increase (Decrease) in Cash and Cash Equivalent ...................cccccccscsscscscscsesssecesssssssssesenees 283.0 (1,148.2) 
Cash and Cash Equivalents at Beginning Of Year................cccccccccscecscseeeececscsssssssetstessssseseetees 3,504.0 4,652.2 
Cash and Cash Equivalents at End of Ye@ar.......0.0.00.0.cccccccccccccccscscessscsescstesesesteseseaesestsesesessesestaseees $ 3,787.0 $ 3,504.0 











The notes to consolidated financial statements are an integral part of this statement. 


(1,901.6) 
(338.5) 
(1,510.2) 
1,061.8 
(72.3) 
63.3 
(233.6) 





1,167.7 


13,064.9 
240.3 
799.5 

30.2 
(15,139.0) 
(922.2) 
(1,319.2) 
(801.8) 


43,2 
(4,004.1) 


894.9 
10,642.0 
(5,396.0) 

61.0 
(1,587.7) 
(697.9) 
30.1 
(66.2) 


3,880.2 
(38.8) 


1,005.0 
3,647.2 


$ 4,652.2 


i: 


at 


DEERE & COMPANY 


STATEMENT OF CHANGES IN CONSOLIDATED STOCKHOLDERS’ EQUITY 


For the Years Ended October 31, 2012, 2013 and 2014 
(In millions of dollars) 


Balance October 31, 2011.00.00... ccccceceeeeees 
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Repurchases of common stock 
TrEASUrY SHALES FEISSUCT .....cceceescseseeseeeseesssseseseserstasees 
Dividends declared 
Deconsolidation of variable interest entity... 
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Balance October 31, 2013....0....0....cccccccseceeeeee 
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The notes to consolidated financial statements are an integral part of this statement. 











Accumulated 
Total Other Non- 
Stockholders’ Common Treasury Retained Comprehensive — controlling 
Equity Stock Stock Earnings Income (Loss) Interests 
$ 6,814.9 $ 3,251.7 $ (7,292.8) $ 14,519.4 $ (3,678.0) $ 14.6 
3,071.6 3,064.7 6.9 
(893.8) (893.5) (3) 
(1,587.7) (1,587.7) 
66.7 66.7 
(709.2) (708.9) (3) 
99.5 100.5 (1.0) 
6,862.0 3,352.2 (8,813.8) 16,875.2 (4,571.5) 19.9 
3,937.6 3,937.3 3 
1,878.5 1,878.4 J 
(1,531.4) (1,531.4) 
134.3 134.3 
(774.5) (766.6) (7.9) 
(10.6) (10.6) 
171.8 172.0 (.3) A 
10,267.7 3,524.2 (10,210.9) 19,645.6 (2,693.1) 1.9 
3,163.3 3,161.7 1.6 
(1,090.2) (1,089.9) (.3) 
(2,731.1) (2,731.1) 
107.8 107.8 
(803.7) (803.4) (.3) 
151.7 151.2 5 
$ 9,065.5 $ 3,675.4 $ (12,834.2) $ 22,004.4 $ (3,783.0) $ 29 








NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. ORGANIZATION AND CONSOLIDATION 


Structure of Operations 
The information in the notes and related commentary are 
presented in a format which includes data grouped as follows: 

Equipment Operations — Includes the company’s 
agriculture and turf operations and construction and forestry 
operations with financial services reflected on the equity basis. 

Financial Services — Includes primarily the company’s 
financing operations. 

Consolidated — Represents the consolidation of the 
equipment operations and financial services. References to 
“Deere & Company” or “the company” refer to the entire 
enterprise. 

Principles of Consolidation 

The consolidated financial statements represent primarily the 
consolidation of all companies in which Deere & Company 
has a controlling interest. Certain variable interest entities 
(VIEs) are consolidated since the company has both the power 
to direct the activities that most significantly impact the VIEs’ 
economic performance and the obligation to absorb losses or 
the right to receive benefits that could potentially be significant 
to the VIEs. Deere & Company records its investment in each 
unconsolidated affiliated company (generally 20 to 50 percent 
ownership) at its related equity in the net assets of such affiliate 
(see Note 10). Other investments (less than 20 percent owner- 
ship) are recorded at cost. 

Variable Interest Entities 

See Note 13 for VIEs related to securitization of financing 
receivables. 


2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The following are significant accounting policies in addition 

to those included in other notes to the consolidated financial 
statements. 

Use of Estimates in Financial Statements 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. requires 
management to make estimates and assumptions that affect the 
reported amounts and related disclosures. Actual results could 
differ from those estimates. 

Revenue Recognition 

Sales of equipment and service parts are recorded when the sales 
price is determinable and the risks and rewards of ownership are 
transferred to independent parties based on the sales agreements 
in effect. In the U.S. and most international locations, this transfer 
occurs primarily when goods are shipped. In Canada and some 
other international locations, certain goods are shipped to dealers 
on a consignment basis under which the risks and rewards of 
ownership are not transferred to the dealer. Accordingly, in 
these locations, sales are not recorded until a retail customer has 
purchased the goods. In all cases, when a sale is recorded by the 
company, no significant uncertainty exists surrounding the 
purchaser’s obligation to pay. No right of return exists on sales 
of equipment. Service parts and certain attachments returns 

are estimable and accrued at the time a sale is recognized. 


The company makes appropriate provisions based on experience 
for costs such as doubtful receivables, sales incentives and 
product warranty. 

Financing revenue is recorded over the lives of related 
receivables using the interest method. Insurance premiums 
recorded in other income are generally recognized in proportion 
to the costs expected to be incurred over the contract period. 
Deferred costs on the origination of financing receivables are 
recognized as a reduction in finance revenue over the expected 
lives of the receivables using the interest method. Income and 
deferred costs on the origination of operating leases are recog- 
nized on a straight-line basis over the scheduled lease terms in 
finance revenue. 

Sales Incentives 

At the time a sale is recognized, the company records an estimate 
of the future sales incentive costs for allowances and financing 
programs that will be due when a dealer sells the equipment 

to a retail customer. The estimate is based on historical data, 
announced incentive programs, field inventory levels and retail 
sales volumes. 

Product Warranties 

At the time a sale is recognized, the company records the 
estimated future warranty costs. These costs are usually 
estimated based on historical warranty claims (see Note 22). 
Sales Taxes 

The company collects and remits taxes assessed by different 
governmental authorities that are both imposed on and 
concurrent with revenue producing transactions between the 
company and its customers. These taxes may include sales, use, 
value-added and some excise taxes. The company reports the 
collection of these taxes on a net basis (excluded from revenues). 
Shipping and Handling Costs 

Shipping and handling costs related to the sales of the company’s 
equipment are included in cost of sales. 

Advertising Costs 

Advertising costs are charged to expense as incurred. This expense 
was $174 million in 2014, $183 million in 2013 and $177 million 
in 2012. 

Depreciation and Amortization 

Property and equipment, capitalized software and other 
intangible assets are stated at cost less accumulated depreciation 
or amortization. These assets are depreciated over their esti- 
mated useful lives generally using the straight-line method. 
Equipment on operating leases is depreciated over the terms of 
the leases using the straight-line method. Property and equipment 
expenditures for new and revised products, increased capacity 
and the replacement or major renewal of significant items are 
capitalized. Expenditures for maintenance, repairs and minor 
renewals are generally charged to expense as incurred. 
Securitization of Receivables 

Certain financing receivables are periodically transferred to 
special purpose entities (SPEs) in securitization transactions 

(see Note 13). These securitizations qualify as collateral for 
secured borrowings and no gains or losses are recognized at the 
time of securitization. The receivables remain on the balance 


35 


36 





sheet and are classified as “Financing receivables securitized 

- net.” The company recognizes finance income over the lives 
of these receivables using the interest method. 

Receivables and Allowances 

All financing and trade receivables are reported on the balance 
sheet at outstanding principal adjusted for any charge-offs, 

the allowance for credit losses, and any deferred fees or costs on 
originated financing receivables. Allowances for credit losses are 
maintained in amounts considered to be appropriate in relation 
to the receivables outstanding based on collection experience, 
economic conditions and credit risk quality. Receivables are 
written-off to the allowance when the account is considered 
uncollectible. 

Impairment of Long-Lived Assets, Goodwill and 

Other Intangible Assets 

The company evaluates the carrying value of long-lived assets 
(including property and equipment, goodwill and other 
intangible assets) when events or circumstances warrant such 

a review. Goodwill and intangible assets with indefinite lives 
are tested for impairment annually at the end of the third fiscal 
quarter each year, or more often if events or circumstances 
indicate a reduction in the fair value below the carrying value. 
Goodwill is allocated and reviewed for impairment by reporting 
units, which consist primarily of the operating segments and 
certain other reporting units. The goodwill is allocated to the 
reporting unit in which the business that created the goodwill 
resides. To test for goodwill impairment, the carrying value 

of each reporting unit is compared with its fair value. If the 
carrying value of the goodwill or long-lived asset is considered 
impaired, a loss is recognized based on the amount by which the 
carrying value exceeds the fair value of the asset (see Note 5). 
Derivative Financial Instruments 

It is the company’s policy that derivative transactions are 
executed only to manage exposures arising in the normal course 
of business and not for the purpose of creating speculative 
positions or trading. The company’s financial services manage the 
relationship of the types and amounts of their funding sources 
to their receivable and lease portfolio in an effort to diminish 
risk due to interest rate and foreign currency fluctuations, while 
responding to favorable financing opportunities. The company 
also has foreign currency exposures at some of its foreign and 
domestic operations related to buying, selling and financing in 
currencies other than the functional currencies. 

All derivatives are recorded at fair value on the balance 
sheet. Cash collateral received or paid is not offset against the 
derivative fair values on the balance sheet. Each derivative is 
designated as either a cash flow hedge, a fair value hedge, or 
remains undesignated. Changes in the fair value of derivatives 
that are designated and effective as cash flow hedges are recorded 
in other comprehensive income and reclassified to the income 
statement when the effects of the item being hedged are 
recognized in the income statement. Changes in the fair value of 
derivatives that are designated and effective as fair value hedges 
are recognized currently in net income. These changes are offset 
in net income to the extent the hedge was effective by fair value 
changes related to the risk being hedged on the hedged item. 


Changes in the fair value of undesignated hedges are recognized 
currently in the income statement. All ineffective changes in 
derivative fair values are recognized currently in net income. 
All designated hedges are formally documented as to the 
relationship with the hedged item as well as the risk-management 
strategy. Both at inception and on an ongoing basis the hedging 
instrument is assessed as to its effectiveness. If and when a 
derivative is determined not to be highly effective as a hedge, 
or the underlying hedged transaction is no longer likely to 
occur, or the hedge designation is removed, or the derivative 
is terminated, the hedge accounting discussed above is discon- 
tinued (see Note 27). 
Foreign Currency Translation 
The functional currencies for most of the company’s foreign 
operations are their respective local currencies. The assets and 
liabilities of these operations are translated into U.S. dollars 
at the end of the period exchange rates. The revenues and 
expenses are translated at weighted-average rates for the period. 
The gains or losses from these translations are recorded in 
other comprehensive income. Gains or losses from transactions 
denominated in a currency other than the functional currency 
of the subsidiary involved and foreign exchange forward 
contracts are included in net income. The pretax net losses for 
foreign exchange in 2014, 2013 and 2012 were $47 million, 
$26 million and $96 million, respectively. 


3. NEW ACCOUNTING STANDARDS 


New Accounting Standards Adopted 

In the first quarter of 2014, the company adopted Financial 
Accounting Standards Board (FASB) Accounting Standards 
Update (ASU) No. 2011-11, Disclosures about Offsetting 
Assets and Liabilities, which amends Accounting Standards 
Codification (ASC) 210, Balance Sheet. This ASU requires 
entities to disclose gross and net information about both 
instruments and transactions eligible for offset in the statement 
of financial position and those subject to an agreement similar 
to a master netting arrangement. This includes derivatives 
and other financial securities arrangements. The adoption did 
not have a material effect on the company’s consolidated 
financial statements. 

In the first quarter of 2014, the company adopted 
FASB ASU No. 2013-02, Reporting of Amounts Reclassified 
Out of Accumulated Other Comprehensive Income, which 
amends ASC 220, Comprehensive Income. This ASU 
requires the disclosure of amounts reclassified out of accumu- 
lated other comprehensive income by component and by net 
income line item. The disclosure may be provided either 
parenthetically on the face of the financial statements or in the 
notes. The company provided the disclosure in the notes. 
The adoption did not have a material effect on the company’s 
consolidated financial statements. 

In April 2014, the FASB issued ASU No. 2014-08, 
Reporting Discontinued Operations and Disclosures of 
Disposals of Components of an Entity, which amends ASC 205, 
Presentation of Financial Statements, and ASC 360, Property, 
Plant and Equipment. This ASU defines a discontinued 


operation as a component or group of components that is 
disposed of or meets the criteria as held for sale and represents a 
strategic shift that has or will have a major effect on an entity’s 
operations and financial results. This ASU requires additional 
disclosures about discontinued operations and new disclosures for 
components of an entity that are held for sale or disposed of and 
are individually significant but do not qualify for presentation as 
a discontinued operation. Early adoption is permitted for items 
that have not been reported as disposals or as held for sale in 
previously issued financial statements. The company early 
adopted this standard in the second quarter of 2014. As a result, 
disposals that did not or will not meet the criteria for reporting in 
discontinued operations are presented in continuing operations. 
New Accounting Standards to be Adopted 

In May 2014, the FASB issued ASU No. 2014-09, Revenue 
from Contracts with Customers (Topic 606), which supersedes 
the revenue recognition requirements in ASC 605, Revenue 
Recognition. This ASU is based on the principle that revenue 
is recognized to depict the transfer of goods or services to 
customers in an amount that reflects the consideration to which 
the entity expects to be entitled in exchange for those goods or 
services. The ASU also requires additional disclosure about the 
nature, amount, timing and uncertainty of revenue and cash 
flows arising from customer contracts, including significant 
judgments and changes in judgments and assets recognized from 
costs incurred to obtain or fulfill a contract. The effective date 
will be the first quarter of fiscal year 2018 using one of two 
retrospective application methods. The company has not 
determined the potential effects on the consolidated financial 
statements. 

In June 2014, the FASB issued ASU No. 2014-12, 
Accounting for Share-Based Payments When the Terms of an 
Award Provide That a Performance Target Could Be Achieved 
after the Requisite Service Period, which amends ASC 718, 
Compensation—Stock Compensation. This ASU requires that 
a performance target that affects vesting and that could be 
achieved after the requisite service period be treated as a 
performance condition. Therefore, the performance target 
should not be reflected in estimating the grant-date fair value 
of the award. Compensation cost should be recognized in the 
period in which it becomes probable that the performance 
target will be achieved and should represent the compensation 
cost attributable to the periods for which the requisite service 
has already been rendered. The total compensation cost 
recognized during and after the requisite service period should 
reflect the number of awards that are expected to vest and 
should be adjusted to reflect those awards that ultimately vest. 
The effective date will be the first quarter of fiscal year 2017. 
The adoption will not have a material effect on the company’s 
consolidated financial statements. 


4. ACQUISITIONS AND DISPOSITIONS 


In December 2013, the company closed the sale of 60 percent 
of its subsidiary John Deere Landscapes, LLC (Landscapes) to a 
private equity investment firm affiliated with Clayton, Dubilier 
& Rice, LLC (CD&R). CD&R acquired newly created shares 
of cumulative convertible participating preferred stock initially 
representing 60 percent of the outstanding capital stock of 
Landscapes on an as-converted basis. 

At October 31, 2013, the total assets of $505 million and 
liabilities of $120 million for these operations were classified as 
held for sale in the consolidated financial statements and written 
down to realizable value, which consisted of $153 million of 
trade receivables, $219 million of inventories, $37 million of 
property and equipment, $106 million of goodwill, $25 million 
of other intangible assets and $10 million of other assets less a 
$45 million asset impairment. The related liabilities held for sale 
consisted of accounts payable and accrued expenses. The total 
amount of proceeds from the sale at closing was approximately 
$305 million with no significant gain or loss, which consisted 
of $174 million equity contribution and third party debt raised 
by Landscapes. 

The equity contribution was in the form of newly issued 
cumulative convertible participating preferred units representing 
60 percent of the voting rights (on an as converted basis), which 
will rank senior to the company’s common stock as to dividends. 
The preferred units have an initial liquidation preference of 
$174 million and accrue dividends at a rate of 12 percent per 
annum. The liquidation preference is subject to the company’s 
rights under the stockholders agreement. Due to preferred 
dividend payment in additional preferred shares over the first 
two years, CD&R’s ownership will increase over the two-year 
period. 

The company initially retained 40 percent of the 
Landscapes business in the form of common stock. As of 
January 2014, the company deconsolidated Landscapes and 
began reporting the results as an equity investment in uncon- 
solidated affiliates. The fair value of the company’s retained 
equity investment was approximately $80 million at closing. 
The fair value was determined using an implied equity value 
approach. This approach used an option pricing model to 
determine the value of Landscapes’ total equity based on the 
liquidation preference of the preferred units of $174 million, 
as well as the preferred stock’s conversion feature and dividend 
rights. The value of the company’s common stock of Landscapes 
was the difference between the total fair value of the 
Landscapes’ equity and the value of CD&BR’s preferred stock. 
The significant unobservable inputs were the expected term 
of the investment, assumptions about the form of preferred 
dividend payments and the assumed volatility of the Landscapes 
enterprise during the term of the investment. Due to the 
company’s continuing involvement through its initial 40 
percent interest, Landscapes’ historical operating results are 
presented in continuing operations. 
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In May 2014, the company closed the sale of the stock 
and certain assets of the entities that compose the company’s 
Water operations to FIMI Opportunity Funds. The sale was 
the result of the company’s intention to invest its resources in 
growing core businesses. At April 30, 2014, the total assets of 
$85 million and liabilities of $50 million were classified as held 
for sale in the consolidated financial statements, which consisted 
of $57 million of trade receivables, $10 million of other 
receivables, $49 million of inventories and $5 million of other 
assets less a $36 million asset impairment. The related liabilities 
held for sale consisted of accounts payable and accrued expenses 
of $47 million and retirement benefits and other liabilities of 
$3 million. The total amount of proceeds from the sale was 
approximately $35 million with a loss recorded in other operating 
expenses of $10 million pretax and after-tax in addition to the 
impairments recorded (see Note 5). The company provides 
certain business services for a fee during a transition period. 

In September 2013, the company acquired Bauer Built 
Manufacturing Inc., a manufacturer of planters located in 
Paton, Iowa, for approximately $84 million. The fair values 
assigned to the assets and liabilities related to the acquired entity 
were approximately $9 million of receivables, $11 million 
of inventories, $25 million of property and equipment, $13 
million of goodwill, $26 million of identifiable intangible 
assets, $1 million of other assets and $1 million of liabilities. 

The identifiable intangibles were primarily related to technology, 
a non-compete contract, customer relationships and a trademark, 
which have amortization periods with a weighted-average of 
seven years. The entity was consolidated and the results of these 
operations have been included in the company’s consolidated 
financial statements in the agriculture and turf operating segment 
since the date of acquisition. The pro forma results of operations 
as if the acquisition had occurred at the beginning of 2013 or 
comparative fiscal year would not differ significantly from the 
reported results. 


5. SPECIAL ITEMS 


Impairments 
In the fourth quarter of 2014, the company recorded non-cash 
charges in cost of sales for the impairment of long-lived assets of 
$18 million and other assets of $16 million pretax and after-tax. 
The assets are part of the company’s agriculture and turf 
operations in China. The impairment is the result of a decline 
in forecasted financial performance that indicated it was 
probable the future cash flows would not cover the carrying 
amount of assets used to manufacture agricultural equipment 
in that country (see Note 26). 

In 2014, the company recorded non-cash charges of 
$62 million pretax, or $30 million after-tax, related to the 
Water operations. In the first quarter, a $26 million pretax and 
after-tax loss was recorded in cost of sales for the impairment 
of long-lived assets. In the second quarter, an additional 
non-cash charge of $36 million pretax, or $4 million after-tax, 
was recorded in other operating expenses for an impairment to 
write the Water operations down to fair value less costs to sell. 


The tax benefits recognized resulted primarily from a change in 
valuation allowances of the Water operations. These operations 
were included in the company’s agriculture and turf operating 
segment (see Note 26). 

In 2013, the company recorded a non-cash charge for 
the impairment of long-lived assets of $57 million pretax, or 
$51 million after-tax. This consists of $50 million pretax, or 
$44 million after-tax, in the third quarter and $7 million pretax 
and after-tax in the fourth quarter, related to the company’s 
Water operations, which were included in the agriculture and 
turf operating segment. The total pretax impairment loss 
consisted of $50 million recorded in cost of sales and $7 million 
in selling, administrative and general expenses. The impairments 
were due to a decline in the forecasted financial performance 
and a review of strategic options for the business (see Note 26). 

In the fourth quarter of 2013, the company recorded a 
non-cash charge of $45 million pretax and after-tax in other 
operating expenses for an impairment to write the Landscapes 
operations down to realizable value. These operations were 
included in the agriculture and turf operating segment and 
classified as held for sale at October 31, 2013 (see Note 4). 

In the fourth quarter of 2012, the company recorded a 
non-cash charge in cost of sales for the impairment of goodwill 
of $33 million pretax, or $31 million after-tax, related to the 
company’s Water operations. The goodwill impairment in 2012 
was due to a decline in the forecasted financial performance 
as a result of more complex integration activities. The goodwill 
in this reporting unit was completely written off in 2012 
(see Note 26). 


6. CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, 

the company considers investments with purchased maturities 
of three months or less to be cash equivalents. Substantially all 
of the company’s short-term borrowings, excluding the current 
maturities of long-term borrowings, mature or may require 
payment within three months or less. 

The equipment operations sell a significant portion of 
their trade receivables to financial services. These intercompany 
cash flows are eliminated in the consolidated cash flows. 

All cash flows from the changes in trade accounts and 
notes receivable (see Note 12) are classified as operating 
activities in the statement of consolidated cash flows as these 
receivables arise from sales to the company’s customers. 

Cash flows from financing receivables that are related to sales 
to the company’s customers (see Note 12) are also included in 
operating activities. The remaining financing receivables are 
related to the financing of equipment sold by independent 
dealers and are included in investing activities. 

The company had the following non-cash operating and 
investing activities that were not included in the statement of 
consolidated cash flows. The company transferred inventory 
to equipment on operating leases of $794 million, $659 million 
and $563 million in 2014, 2013 and 2012, respectively. 

The company also had accounts payable related to purchases 
of property and equipment of $128 million, $198 million and 
$185 million at October 31, 2014, 2013 and 2012, respectively. 


Cash payments for interest and income taxes consisted of 
the following in millions of dollars: 





2014 2013 2012 
































Interest: 
Equipment operations .......ccccceceeees 506 511 420 
FinanCial SErVICES .......c.ceccceseeeseeeeeeeees 454 502 638 
Intercompany eliminations.........0ccce (268) (247) (248) 
Consolidated... ccc 692 $ 766 810 
Income taxes: 
Equipment operations .......cccccccceeees 1,640 1,863 1,704 
FInaNCial SErVICES.......c.ccececseeeseeeeeeeeeees 333 270 207 
Intercompany eliminations... (253) (179) (167) 
Consolidated... 1,720 1,954 1,744 











7. PENSION AND OTHER POSTRETIREMENT BENEFITS 


The company has several defined benefit pension plans and 
postretirement health care and life insurance plans covering its 
US. employees and employees in certain foreign countries. 
The company uses an October 31 measurement date for these 
plans. 

The components of net periodic pension cost and the 
assumptions related to the cost consisted of the following in 
millions of dollars and in percents: 





2014 2013 2012 














Pensions 

S@FVICE COST... esessesssesestssestseesseeseseaeees $ 244 $ 273 $ 220 
INTEREST COSts sii ninitiialoa deacon cides 480 439 465 
Expected return on plan assets ..........000 (776) (778) (787) 
Amortization of actuarial lOSS ........cceecee 177 265 202 
Amortization of prior service COSt...........0 25 12 47 
Early-retirement benefits... 3 
Other postemployment benefits.............00. 5 
Settlements/curtailments .......0. eee 9 2 10 
Net COSt........cccccccscessesseesnesesesnsseeneens $ 164 $ 213 $ 160 
Weighted-average assumptions 

DISCOUNE TALES st cstiedstesteasseneecteee tenes 4.5% 3.8% 44% 
Rate of compensation increase... 3.8% 3.9% 3.9% 
Expected long-term rates of return............ 7.5% 7.8% 8.0% 





The components of net periodic postretirement benefits 
cost and the assumptions related to the cost consisted of the 
following in millions of dollars and in percents: 





2014 2013 2012 
Health care and life insurance 











S@PVICE COST... eecesssrssesestsssetseesseeteeesseeess $ 44 $ 58 $ 49 
INLGNESE COST cit ctetesanActiemetndvainshe 267 255 281 
Expected return on plan assets ..........0000 (72) (84) (100) 
Amortization of actuarial lOSS ........cceecee 33 141 136 
Amortization of prior service credit............. (3) (8) (15) 
Settlements/curtailMent .........ccccceeeeees (1) 

NGL GOSE. «:.ccccstissscessciessstceestssanire sieve $ 268 $ 362 $ 351 
Weighted-average assumptions 

DISCOUNT FateS ...... teeta 47% 3.8% 44% 
Expected long-term rates of return........... 7.2% 7.5% 71% 





For fiscal year 2012, the participants in one of the 
company’s postretirement health care plans became “almost all” 
inactive as described by the applicable accounting standards 
due to additional retirements. As a result, beginning in 2012, 
the net actuarial loss for this plan in the table above is being 
amortized over the longer period for the average remaining 
life expectancy of the inactive participants rather than the 
average remaining service period of the active participants. 
The amortization of actuarial loss also decreased in 2012 due 
to lower expected costs from the prescription drug plan to 
provide group benefits under Medicare Part D as an alternative 
to collecting the retiree drug subsidy. 

The previous pension cost in net income and other 
changes in plan assets and benefit obligations in other compre- 
hensive income in millions of dollars were as follows: 





2014 2013 2012 

















Pensions 
INGE COST eos. t cette tect testo dee ete tes ats $ 164 $ 213 $ 160 
Retirement benefit adjustments included in 
other comprehensive (income) loss: 
Net actuarial (Gain) l0SS ...... ccc 940 (1,481) 999 
Prior Service (Credit) COSt......ccccceseeeceeeeees (26) 5 
Amortization of actuarial |OSS.......cccceceees (177) (265) += (202) 
Amortization of prior service cost.... (25) (12) (47) 
Settlements/curtailMent........cccceceeees (9) (2) (10) 
Total (gain) loss recognized in other 
comprehensive (income) lOSS............6. 729 (1,786) 745 
Total recognized in comprehensive 
(INCOME) ISS... cecececescesecsteesestsesesteteseseaneeees $ 893 $(1,573) $ 905 











The previous postretirement benefits cost in net income 
and other changes in plan assets and benefit obligations in other 
comprehensive income in millions of dollars were as follows: 





2014 2013 2012 





Health care and life insurance 
NGL COSTS cacteresttacuccem dudes catviecnsternseussteeaarsonarorien $ 268 $ 362 $ 351 














Retirement benefit adjustments included in 
other comprehensive (income) loss: 
Net actuarial (Gain) lOSS ...... cesses 748 =(1,165) 335 
Prior Service (Credit) COSt....cccseseceeeeees (370) (2) 2 
Amortization of actuarial I0SS.......cccceeees (33) (141) (136) 
Amortization of prior service credit. 3 8 15 
Settlements/curtailMent........ cece 1 
Total (gain) loss recognized in other 
comprehensive (income) lOSS............00 349 (1,300) 216 
Total recognized in comprehensive 
(INCOME) 1OSS......cecececescecsesteteseststesesesteseseateness $ 617 $ (938) $ 567 
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The benefit plan obligations, funded status and the 
assumptions related to the obligations at October 31 in millions 





The amounts recognized at October 31 in millions of 
dollars consist of the following: 


























































of dollars follow: Health Care 
Healt Care Pensions Life insurance 
Pensions Life Insurance 2014 20132014 =. 2013 
2014-2013, 20142013 Amounts recognized in 
Change in benefit obligations balance sheet 
Beginning of year balance................ $(10,968) $(11,834) $ (5,926) $ (7,023) Noncurrent asset... cee $ 262 $ 5651 
S@IVICE COSt oes teseetestesteseeees (244) (273) (44) (58) Current liabIlIty :. cas sieesesteecezeege (51) (58) $ (21) $ (21) 
INtereSt COSt....eccccceeeestesteseeseeee (480) (439) (267) ~— (255) Noncurrent liability... cece (954) (453) (5,326) (4,748) 
Actuarial gain (loss) ........... (1,306) 951 (757) 1,092 (743) $ 40 $(5,347) $ (4,769) 
Amendments 26 370 2 oe 
Benefits paid 675 655 336 329 + Amounts recognized in 
Health care subsidies (22) (16) accumulated other compre- 
Other postemployment benefits........ (5) hensive income — pretax 
Settlements/curtail Ment ........cccccc 9 3 Net actuarial 1088.0... $ 4,266 $ 3,512 $ 1,675 $ 960 
Foreign exchange and other............. 136 (57) 6 3 Prior service cost (credit) 42 67 (407) (41) 
End of year balance soscscsssssssenee (12,190) (10,968) (6,304) (5,926) TOLD svvssssvestesstesstnetnetnetnesseseen $ 4,308 $3,579 $1,268 $ 919 
shia sel Ania 11,008 10,017 1,157 1,287 The (otal ecumnulat ed Deaeie obliganos ral Posing 
Actual return on plan a8S6t8........ 1132 1312 «8158 plans at October 31, 2014 and 2013 was $11,425 million and 
Employer contribution ve 87 301 51 37 $10,352 million, ae ectively. 2 } 
Benefits Dai ocaccosacsossrsnsaneeeven (675) (655) (336) ~—«(329) The accumulated benefit obligations and fair value of plan 
Settlements/curtail MENtS ......cccccccc (2) (3) assets for pension plans with accumulated benefit obligations 
Foreign exchange and other............ (103) 26 4 4 in excess of plan assets were $1,381 million and $916 million, 
Enid OF Year BaRANGecieniconaanenitns 11.447 11,008 957 1,157 respectively, at October 31, 2014 and $680 million and 











Funded status ................cccee $ (743) $ 40 $(5,347) $ (4,769) 
Weighted-average assumptions 

DISCOUNE PALES: ses, csestssadestanzciacdans eas 4.0% 4.5% 42% 47% 
Rate of compensation increase ........ 3.8% 3.8% 





For Medicare eligible salaried retirees that primarily 
retire after July 1, 1993 and are eligible for postretirement 
medical benefits, the company’s postretirement benefit plan 
consists of annual Retiree Medical Credits (RMCs). The RMC 
is a monetary amount provided to the retirees annually to assist 
with their medical costs. In October 2014, the RMC plan was 
modified to change the annual cost sharing provisions. For 2015, 
the annual RMC amount will not increase and the rate of 
future changes will continue to be set each year by the company. 
The net effect of this change on the accumulated postretirement 
benefit obligation was a decrease of $367 million, which was 
recognized as a prior service credit in other comprehensive 
income and will be amortized as a reduction to expense over the 
active participants’ remaining years of service to full eligibility. 


$267 million, respectively, at October 31, 2013. The projected 
benefit obligations and fair value of plan assets for pension plans 
with projected benefit obligations in excess of plan assets were 
$8,213 million and $7,208 million, respectively, at October 31, 
2014 and $1,340 million and $829 million, respectively, at 
October 31, 2013. 

The amounts in accumulated other comprehensive income 
that are expected to be amortized as net expense (income) during 
fiscal 2015 in millions of dollars follow: 











Health Care 
and 
Pensions Life Insurance 
Net actuarial lOSS ccc $ 222 $ 93 
Prior service COSt (Credit) ......cccecceceeeeeees 25 (77) 
| eae een a $ 247 $ 16 














Actuarial gains and losses are recorded in accumulated 
other comprehensive income (loss). To the extent unamortized 
gains and losses exceed 10% of the higher of the market-related 
value of assets or the benefit obligation, the excess is amortized 
as a component of net periodic cost over the remaining service 
period of the active participants. For plans in which all or almost 
all of the plan’s participants are inactive, the amortization period 
is the remaining life expectancy of the inactive participants. 

The company expects to contribute approximately 
$78 million to its pension plans and approximately $26 million 
to its health care and life insurance plans in 2015, which are 
primarily direct benefit payments for unfunded plans. 


The benefits expected to be paid from the benefit plans, 
which reflect expected future years of service, are as follows in 
millions of dollars: 











Health Care 
and 
Pensions — Life Insurance* 
DOW css scdczisnecssheveatiec darter vende taaladesteeseteteesctigads $ 677 $ 327 
DONG: s eck ercieeseneerenierantsn es 670 334 
QO Mice: ccatasspiniseent .eeaaunaeaaeeuttsiaien: an 677 350 
DO WB ci. ceccreevenvgettesvascar emer naira ined 682 353 
QO ND sesertee sasetun ces afainicapenaesiencgenaete 684 353 
DO 2010: 2024 ied ce Re Aes dee keds venaet 3,485 1,754 


* Net of prescription drug group benefit subsidy under Medicare Part D. 





The annual rates of increase in the per capita cost of 
covered health care benefits (the health care cost trend rates) 
used to determine accumulated postretirement benefit obliga- 
tions were based on the trends for medical and prescription 
drug claims for pre- and post-65 age groups due to the effects 
of Medicare. At October 31, 2014, the weighted-average 
composite trend rates for these obligations were assumed to be a 
6.2 percent increase from 2014 to 2015, gradually decreasing to 
5 percent from 2022 to 2023 and all future years. The obligations 
at October 31, 2013 and the cost in 2014 assumed a 6.5 percent 
increase from 2013 to 2014, gradually decreasing to 5 percent 
from 2021 to 2022 and all future years. An increase of one 
percentage point in the assumed health care cost trend rate 
would increase the accumulated postretirement benefit obliga- 
tions by $859 million and the aggregate of service and interest 
cost component of net periodic postretirement benefits cost 
for the year by $47 million. A decrease of one percentage point 
would decrease the obligations by $658 million and the cost by 
$35 million. 

The discount rate assumptions used to determine the 
postretirement obligations at October 31, 2014 and 2013 were 
based on hypothetical AA yield curves represented by a series 
of annualized individual discount rates. These discount rates 
represent the rates at which the company’s benefit obligations 
could effectively be settled at the October 31 measurement dates. 

Fair value measurement levels in the following tables are 
defined in Note 26. 


The fair values of the pension plan assets at October 31, 
2014 follow in millions of dollars: 





























Total = Level 1 Level2 Level 3 

Cash and short-term investments.......$ 1,085 $ 426 $ 659 
Equity: 

U.S. equity S@CUTFITICS..... cesses 3,084 3,084 

U.S. equity funds 42 4 38 

International equity securities ......... 1,972 1,972 

International equity funds ............. 456 14 382 
Fixed Income: 

Government and agency securities.. 436 412 24 

Corporate debt securities... 324 1 323 

Mortgage-backed securities ........... 96 11 85 

Fixed income funds wc. 1,080 127 953 
Real QState......ceccccccececestesteseeesceseeee 574 132 8 $ 434 
Private equity/venture capital............. 1,578 1,578 
Hedge fUNS.....eeesesesessteeseeeeeees 593 593 
Other investMents .......cccccseececeeees 324 3 321 
Derivative contracts - assets™............ 322 14 308 
Derivative contracts - liabilities**........ (39) 9 (30) 
Receivables, payables and other.......... (3) (3 
Securities lending collateral...........0 847 847 
Securities lending liability (847) (847) 
Securities SOI SHOFt i eecseeseseeceeeees (477) (477 
Total net assets... $11,447 $5771 $ 3,071 $2,605 
* Includes contracts for interest rates of $246 million, foreign currency of $61 million, 





equity of $11 million and other of $4 million. 
** Includes contracts for interest rates of $6 million, foreign currency of $25 million 
and other of $8 million. 





The fair values of the health care assets at October 31, 2014 
follow in millions of dollars: 

















Total = Level 1 Level 2 Level 3 

Cash and short-term investments......6 55 $ 37 $ 18 
Equity: 

U.S. equity S@CUTFITICS...... cece 223 223 

U.S. @QUItY TUNGS..... eects 87 87 

International equity securities ......... 57 o7 

International equity funds ...........0. 121 121 
Fixed Income: 

Government and agency securities.. 164 159 5 

Corporate debt securities... 33 33 

Mortgage-backed securities ........... 13 13 

Fixed income funds 70 1 69 
Real State ......ccssssessssessecsessssseseens 17 5 $ 12 
Private equity/venture capital ............. 44 44 
HOGG TUNGS wees. .cvesessieeussetaannes: 72 56 16 
Other investMent ........csceceeeeceeees 9 9 
Derivative contracts - assets™............ 5 
Derivative contracts - liabilities**........ (1) (1) 
Receivables, payables and other.......... 1 1 
Securities lending collateral............06 126 126 
Securities lending liability... (126) (126) 
Securities SOId SNOF ...eeseseeseeeeeeees (13) (13) 
Total net assets..........c.ccccee $ 957 $ 557 $ 328 $ 72 








* Includes contracts for interest rates of $3 million and foreign currency of $2 million. 
** Includes contracts for foreign currency of $1 million. 
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The fair values of the pension plan assets at October 31, 
2013 follow in millions of dollars: 
































Total = Level 1 Level2 Level 3 
Cash and short-term investments.......$6 1,490 $ 317 $ 873 
Equity: 
U.S. equity SCUTITICS...... cesses 3,321 3,321 
U.S. equity funds 47 5 42 
International equity securities ......... 1,953 1,953 
International equity funds ............. 481 68 413 
Fixed Income: 
Government and agency securities. 391 370 21 
Corporate debt securities... 278 278 
Mortgage-backed securities ........... 106 14 92 
Fixed income funds aa 601 91 510 
Real OState.....ceccccccececescesceseeesceseeee 550 110 12 $ 428 
Private equity/venture capital ............. 1,416 1,416 
Hedge funds ns 529 379 150 
Other investMent .......ccccceeceeeees 389 3 386 
Derivative contracts - assets™............ 769 10 759 
Derivative contracts - liabilities**........ (591) (6) (585) 
Receivables, payables and other.......... 14 14 
Securities lending collateral............0 716 716 
Securities lending liability oe (716) (716) 
Securities SOld SHOFt....eseeeseseeees (436) (436) 
Total net assets... $11,008 $ 5834 $ 3180 $1,994 
* Includes contracts for interest rates of $749 million, foreign currency of $10 million, 
equity of $9 million and other of $1 million. 
** Includes contracts for interest rates of $563 million, foreign currency of $22 million 





and other of $6 million. 





The fair values of the health care assets at October 31, 2013 
follow in millions of dollars: 





















Total Level 1 Level 2 Level 3 

Cash and short-term investments......$6 58 $ 29 $ 29 
Equity: 

U.S. equity S@CUTITICS...... cece 298 298 

U.S. @QUItY TUNGS..... eects 84 84 

International equity securities ......... 71 71 

International equity funds ............. 187 187 
Fixed Income: 

Government and agency securities. 184 180 4 

Corporate debt securities............0 33 33 

Mortgage-backed securities ........... 11 11 

Fixed income funds ..........06 ne 58 58 
Real State... sats 52 6 31 $ 15 
Private equity/venture capital ..... a 48 48 
Hedge funds... asks 71 66 5 
Other investments ..........08 ba 13 13 
Derivative contracts - assets”... ids 4 4 
Derivative contracts - liabilities**........ (1) (1) 
Receivables, payables and other.......... 1 1 
Securities lending collateral... 109 109 
Securities lending liability... (109) (109) 
Securities SOld SHOFt eee (15) (15) 
Total net assets... $ 1157 $ 654 $ 4385 $ 68 
* Includes contracts for interest rates of $3 million and foreign currency of $1 million. 





** Includes contracts for foreign currency of $1 million. 


A reconciliation of Level 3 pension and health care 
asset fair value measurements in millions of dollars follows: 




















Private Equity/ 
Real Venture Hedge 
Total Estate Capital Funds 
October 31, 2012”.......... $1,969 $ 436 $1,373 $ 160 
Realized Gain... 58 51 7 
Change in unrealized 
ali ees Hasteteeietiresiess 220 68 142 10 
Purchases, sales and 
settlements - net.......... (185) (61) (102) (22) 
October 31, 2013%.......... 2,062 443 1,464 155 
Realized Qain......ccccceee 105 1 77 27 
Change in unrealized 
QaiN (lOSS) cece 153 20 145 (12) 
Purchases, sales and 
settlements - net.......... 212 (18) (64) 294 
Transfers i... 145 145 
October 31, 2014”.......... $2677 $ 446 $1,622 $ 609 








* Health care Level 3 assets represent approximately 3 percent to 4 percent of the 
reconciliation amounts for 2014, 2013 and 2012. 





Fair values are determined as follows: 

Cash and Short-Term Investments — Includes accounts that 
are valued based on the account value, which approximates fair 
value, and investment funds that are valued on the fund’s net 
asset value (NAV) based on the fair value of the underlying 
securities. Also included are securities that are valued using a 
market approach (matrix pricing model) in which all significant 
inputs are observable or can be derived from or corroborated by 
observable market data. 

Equity Securities and Funds — The values are determined 
primarily by closing prices in the active market in which the 
equity investment trades, or the fund’s NAV, based on the fair 
value of the underlying securities. 

Fixed Income Securities and Funds — The securities are 
valued using either a market approach (matrix pricing model) 
in which all significant inputs are observable or can be derived 
from or corroborated by observable market data such as interest 
rates, yield curves, volatilities, credit risk and prepayment speeds, 
or they are valued using the closing prices in the active market 
in which the fixed income investment trades. Fixed income 
funds are valued using the NAV, based on the fair value of the 
underlying securities. 

Real Estate, Venture Capital, Private Equity, Hedge Funds 
and Other — Certain of the investments, which are structured 
as limited partnerships, are valued at estimated fair value based 
on their proportionate share of the limited partnership’s fair 
value that is determined by the general partner. The general 
partner values these investments using a combination of NAV, 
an income approach (primarily estimated cash flows discounted 
over the expected holding period), or market approach 
(primarily the valuation of similar securities and properties). 
Real estate investment trusts are valued at the closing prices 
in the active markets in which the investment trades. 

Real estate investment funds, certain hedge funds and other 
investments are valued at NAV, based on the fair value of the 
underlying securities. 





Interest Rate, Foreign Currency and Other Derivative 
Instruments — The derivatives are valued using either an income 
approach (discounted cash flow) using market observable inputs, 
including swap curves and both forward and spot exchange 
rates, or a market approach (closing prices in the active market 
in which the derivative instrument trades). 

The primary investment objective for the pension plan 
assets 1s to maximize the growth of these assets to meet the 
projected obligations to the beneficiaries over a long period 
of time, and to do so in a manner that is consistent with the 
company’s earnings strength and risk tolerance. The primary 
investment objective for the health care plan assets is to provide 
the company with the financial flexibility to pay the projected 
obligations to beneficiaries. The asset allocation policy is the 
most important decision in managing the assets and it is 
reviewed regularly. The asset allocation policy considers the 
company’s financial strength and long-term asset class risk/ 
return expectations since the obligations are long-term in 
nature. The current target allocations for pension assets are 
approximately 48 percent for equity securities, 24 percent 
for debt securities, 5 percent for real estate and 23 percent for 
other investments. The target allocations for health care assets 
are approximately 54 percent for equity securities, 28 percent 
for debt securities, 3 percent for real estate and 15 percent for 
other investments. The allocation percentages above include 
the effects of combining derivatives with other investments 
to manage asset allocations and exposures to interest rates and 
foreign currency exchange. The assets are well diversified and 
are managed by professional investment firms as well as by 
investment professionals who are company employees. As a 
result of the company’s diversified investment policy, there 
were no significant concentrations of risk. 

The expected long-term rate of return on plan assets 
reflects management’s expectations of long-term average rates 
of return on funds invested to provide for benefits included in 
the projected benefit obligations. A market related value of 
plan assets is used to calculate the expected return on assets. 
The market related value recognizes changes in the fair value 
of pension plan assets systematically over a five-year period. 
The market related value of the health care and life insurance 
plan assets equal fair value. The expected return is based on the 
outlook for inflation and for returns in multiple asset classes, 
while also considering historical returns, asset allocation and 
investment strategy. The company’s approach has emphasized 
the long-term nature of the return estimate such that the return 
assumption is not changed significantly unless there are funda- 
mental changes in capital markets that affect the company’s 
expectations for returns over an extended period of time 
(i.e., 10 to 20 years). The average annual return of the company’s 
US. pension fund was approximately 8.8 percent during the 
past ten years and approximately 9.7 percent during the past 
20 years. Since return premiums over inflation and total returns 
for major asset classes vary widely even over ten-year periods, 
recent history is not necessarily indicative of long-term future 
expected returns. The company’s systematic methodology for 


determining the long-term rate of return for the company’s 
investment strategies supports the long-term expected return 
assumptions. 

The company has created certain Voluntary Employees’ 
Beneficiary Association trusts (VEBAs) for the funding of 
postretirement health care benefits. The future expected asset 
returns for these VEBAs are lower than the expected return on 
the other pension and health care plan assets due to investment 
in a higher proportion of liquid securities. These assets are in 
addition to the other postretirement health care plan assets that 
have been funded under Section 401(h) of the U.S. Internal 
Revenue Code and maintained in a separate account in the 
company’s pension plan trust. 

The company has defined contribution plans related to 
employee investment and savings plans primarily in the U.S. 
The company’s contributions and costs under these plans were 
$184 million in 2014, $178 million in 2013 and $155 million 
in 2012. The contribution rate varies primarily based on the 
company’s performance in the prior year and employee 
participation in the plans. 


8. INCOME TAXES 


The provision for income taxes by taxing jurisdiction and 
by significant component consisted of the following in millions 
of dollars: 





2014 2013 2012 














Current: 
US.: 
FOGGAl tisssvesivessnisiencsicartertieancedennenanaewceie $1,217 $1,405 $1,277 
State ...... 126 145 119 
Foreign ... 564 569 355 
TOCA CUCM cticvsseccieciisicessectiivsnarchaneties 1,907 2119 1,751 
Deferred: 
U.S.: 
POGGPAl iicsiactvexatayieanersacrstenivieacaaverieentts (189) (117) (76) 
LAUG Pa gecadess tee ssaacesatetenntstethae ia emavesaanae (11) (11) (7) 
FONCIQM wxistuses aes sesveseanevederdreverseeivarseesbinesieaetcs (80) (45) (9) 
Total deferred (280) (173) (92) 











Provision for income taxes 











Based upon the location of the company’s operations, the 
consolidated income before income taxes in the U.S. in 2014, 
2013 and 2012 was $3,219 million, $4,124 million and $3,582 
million, respectively, and in foreign countries was $1,578 million, 
$1,359 million and $1,152 million, respectively. Certain foreign 
operations are branches of Deere & Company and are subject 
to US. as well as foreign income tax regulations. The pretax 
income by location and the preceding analysis of the income 
tax provision by taxing jurisdiction are not directly related. 
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A comparison of the statutory and effective income tax 
provision and reasons for related differences in millions of 
dollars follow: 





2014 2013 2012 





U.S. federal income tax provision 

at a statutory rate of 35 percent............... $ 1,679 $1,919 $1,657 
Increase (decrease) resulting from: 
State and local income taxes, net of 

federal income tax benefit... 75 87 73 
German branch deferred tax write-off 
Nontaxable foreign partnership (earnings) losses... (305) 43 (172) 








Nondeductible impairment Charges ........cccccceee 32 29 6 
Research and business tax Credits .......cccccceee (99) (56) (10) 
Tax rates ON FOreIGN EAMNINGS .....cccceeceeeeeees (71) (34) (69) 
Valuation allowance on foreign deferred taxes...... 363 (14) 200 
OUIGIGMEL 3 fas scrsseysiaescetescevieess taaateaeeanernareecenss (47) (84) (26) 
Provision for income taxes .............0.00.000. $ 1,627 $1,946 $1,659 











At October 31, 2014, accumulated earnings in certain 
subsidiaries outside the U.S. totaled $4,677 million for which 
no provision for U.S. income taxes or foreign withholding taxes 
has been made, because it is expected that such earnings will 
be reinvested outside the U.S. indefinitely. Determination of 
the amount of unrecognized deferred tax liability on these 
unremitted earnings is not practicable. At October 31, 2014, 
the amount of cash and cash equivalents and marketable 
securities held by these foreign subsidiaries was $1,025 million. 

Deferred income taxes arise because there are certain 
items that are treated differently for financial accounting than 
for income tax reporting purposes. An analysis of the deferred 
income tax assets and liabilities at October 31 in millions of 
dollars follows: 














2014 2013 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities | Assets Liabilities 

Other postretirement 

benefit liabilities oo $ 1,968 $ 1,777 
Tax over book depreciation............ $ 542 $ 582 
Accrual for sales allowances......... 654 602 
Lease transactions .......ccccceeeee 404 424 
Tax loss and tax credit 

CAMTyfOrWalS ....csccssceceeeeseeeees 514 371 
Accrual for employee benefits ....... 229 234 
Pension liability - net... 160 
Pension asset - Net... 137 
Share-based compensation .......... 145 142 
IMVONTOLY .vcccsesssisccescarseccstanescssies 22 161 
Goodwill and other 

intangible assets .....ccccceees 89 100 
Allowance for credit losses............ 73 69 
Deferred gains on distributed 

FOFEIQN CAMNINGS ..... ccs 32 26 
Deferred compensation... 47 44 
Undistributed foreign earnings....... 26 26 
Other 1tOMS .....:ceccesscieesesnteees 586 116 419 157 
Less valuation allowances............ (637) (254) 
Deferred income tax 

assets and liabilities ............ $3,793 $1177 $3,591 $1,426 








Deere & Company files a consolidated federal income tax 
return in the U.S., which includes the wholly-owned financial 
services subsidiaries. These subsidiaries account for income taxes 
generally as if they filed separate income tax returns. 

At October 31, 2014, certain tax loss and tax credit 
carryforwards of $514 million, of which $101 million are capital 
losses, were available with $207 million expiring from 2015 
through 2034 and $307 million with an indefinite carryforward 
period. 

In March 2013, the company changed the corporate 
structure of most of its German operations from a branch to a 
subsidiary of Deere & Company. The change provides the 
company increased flexibility and efficiency in funding growth 
in international operations. As a result, the tax status of these 
operations has changed. Formerly, as a branch these earnings 
were taxable in the U.S. as earned. As a subsidiary, these 
earnings will now be taxable in the U.S. if they are distributed 
to Deere & Company as dividends, which is the same as the 
company’s other foreign subsidiaries. The earnings of the new 
German subsidiary remain taxable in Germany. Due to the 
change in tax status and the expectation that the German 
subsidiary’s earnings are indefinitely reinvested, the deferred tax 
assets and liabilities related to U.S. taxable temporary differences 
for the previous German branch were written off. The effect of 
this write-off was a decrease in net deferred tax assets and a 
charge to the income tax provision of $56 million during the 
second fiscal quarter of 2013. 

A reconciliation of the total amounts of unrecognized tax 
benefits at October 31 in millions of dollars follows: 


2014 2013 2012 








Beginning of year balance....................... $ 272 $ 265 $ 199 
Increases to tax positions taken during 

the CUITENE VEAP... .eeceeesesetetsesesseeseesees 28 30 46 
Increases to tax positions taken during 

PRIOR VOAIS 4. ecscvecsssesdienelncadsncsctucevenssieed 20 24 54 
Decreases to tax positions taken during 

PIION YOAMS.....ccccesecssseeessecesetsansscsesesesevetses (84) (51) (14) 
Decreases due to lapse of statute of 

NIIMMITATIONS «sis ncadveassaxSevedeladiesecedsacspenssnetss (4) (5) (9) 
FOFGIGN EXCHANGE seseceiscesszcccsssevscestsaeesasveeses’ (19) 9 (11) 
End of year balance .............0....0.cc0 $ 213 $ 272 $ 265 











The amount of unrecognized tax benefits at October 31, 
2014 that would affect the effective tax rate if the tax benefits 
were recognized was $71 million. The remaining liability was 
related to tax positions for which there are offsetting tax 
receivables, or the uncertainty was only related to timing. 

The company expects that any reasonably possible change in 
the amounts of unrecognized tax benefits in the next twelve 
months would not be significant. 


The company files its tax returns according to the tax 
laws of the jurisdictions in which it operates, which includes 
the U.S. federal jurisdiction, and various state and foreign 
jurisdictions. The U.S. Internal Revenue Service has completed 
the examination of the company’s federal income tax returns 
for periods prior to 2009. The years 2009 through 2012 
federal income tax returns are currently under examination. 
Various state and foreign income tax returns, including major 
tax jurisdictions in Canada and Germany, also remain subject 
to examination by taxing authorities. 

The company’s policy is to recognize interest related 
to income taxes in interest expense and interest income, and 
recognize penalties in selling, administrative and general 
expenses. During 2014, 2013 and 2012, the total amount of 
expense from interest and penalties was $11 million, $9 million 
and $6 million and the interest income was $4 million, 
$4 million and $1 million, respectively. At October 31, 2014 
and 2013, the liability for accrued interest and penalties totaled 
$54 million and $49 million and the receivable for interest was 
$2 million and $2 million, respectively. 


9. OTHER INCOME AND OTHER OPERATING EXPENSES 
The major components of other income and other operating 


10. UNCONSOLIDATED AFFILIATED COMPANIES 


Unconsolidated affiliated companies are companies in which 
Deere & Company generally owns 20 percent to 50 percent 
of the outstanding voting shares. Deere & Company does not 
control these companies and accounts for its investments in 
them on the equity basis. The investments in these companies 
primarily consist of Bell Equipment Limited (32 percent 
ownership), Deere-Hitachi Construction Machinery Corporation 
(50 percent ownership), Ashok Leyland John Deere Construction 
Equipment Company Private Limited (50 percent ownership), 
Deere-Hitachi Maquinas de Construcao do Brasil S.A. 
(50 percent ownership) and John Deere Landscapes, LLC 
(38 percent ownership). The unconsolidated affiliated companies 
primarily manufacture or market equipment and landscapes 
products. Deere & Company’s share of the income or loss of 
these companies is reported in the consolidated income statement 
under “Equity in income (loss) of unconsolidated affiliates.” 
The investment in these companies is reported in the consoli- 
dated balance sheet under “Investments in unconsolidated 
affiliates.” 

Combined financial information of the unconsolidated 
affiliated companies in millions of dollars follows: 



































expenses consisted of the following in millions of dollars: Operations 2014 «= 2013—Sts—«é200122 
2014 2013 2012 GOSS ssasisacnaddsnsaadsasyabiurseaeaisabietnsigssarmeaivagad $ 3,082 $2,299 $ 2,722 
Other income Net INCOME {lOSS)::.-.:sssviscsscesessavicsceeenees 1 10 (1) 
Insurance premiums and fees earned......... $ 297 $ 252 $ 248 Deere & Company's equity in 
Revenues from S@rviCOS ......cessscesssseeesssees 276 256 933 Nt INCOME (IOS)... reesei (8) (3) 
ea UNCON scaicheemoaee sachsen - a i Financial Position 2014 2013 
— Total ASSCtS ccc § 2,101 $ 1,566 
Tel eee een eames $824 § 682 $ 675 Total external borrowings 648 550 
Other operating expenses Total N6t ASSELS ....sssssssseetessssetsnsseetmnneeeninnseeenen 842 547 
Depreciation of equipment on Deere & Company’s share of the net assets.............. 303 221 
Hae: saben sesssibspsssesietndecistnesiease $ S $ $ . Consolidated retained earnings at October 31, 2014 
Roe irerarert citi aa veniiais : 1 143 - include undistributed earnings of the unconsolidated affiliates 
CURE accel occas ntcceccor'cccso seman, 404 35 76 of $152 million. Dividends from unconsolidated affiliates were 





$1,093 $ 821 $ 782 











The company issues insurance policies for crop insurance 
and extended equipment warranties. The crop insurance 
subsidiary utilizes reinsurance to limit its losses and reduce its 
exposure to claims. Although reinsurance contracts permit 
recovery of certain claims from reinsurers, the insurance 
subsidiary is not relieved of its primary obligation to the 
policyholders. The premiums ceded by the crop insurance 
subsidiary in 2014, 2013 and 2012 were $288 million, $337 
million and $251 million, and claims recoveries on the ceded 
business were $304 million, $294 million and $493 million, 
respectively. The amounts from reinsurance are netted against 
the insurance premiums and fees earned and the insurance 
claims and expenses in the table above. 


$1 million in 2014, $10 million in 2013 and $.2 million in 2012. 
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11. MARKETABLE SECURITIES 


All marketable securities are classified as available-for-sale, 
with unrealized gains and losses shown as a component of 
stockholders’ equity. Realized gains or losses from the sales of 
marketable securities are based on the specific identification 
method. 

The amortized cost and fair value of marketable securities 
at October 31 in millions of dollars follow: 























Gross Gross 
Amortized Unrealized Unrealized — Fair 
Cost Gains Losses Value 
2014 
Equity FUNG... ccc teens $ 39 §$ 6 $ 45 
Fixed INCOME FUNC ....ccecseeeeeeeees 10 10 
U.S. government debt securities... 806 3. $ 1 808 
Municipal debt securities 31 3 34 
Corporate debt securities 167 7 2 172 
Mortgage-backed securities” ....... 145 3 2 146 
Marketable securities.............. $1198 $ 22 $ 5 §$ 1,215 
2013 
Equity FUNG... cceccecccceceeeteseeeeeeee $ 18 §$ 2 $ 20 
U.S. government debt securities... 1,309 5 $ 2 1,312 
Municipal debt securities ............. 34 2 36 
Corporate debt securities............. 135 6 3 138 
Mortgage-backed securities” ....... 121 2 4 119 
Marketable securities.............. $1617 $ 17 $ 9 §$ 1,625 








* Primarily issued by U.S. government sponsored enterprises. 





The contractual maturities of debt securities at October 31, 
2014 in millions of dollars follow: 





Amortized Fair 











Cost Value 
Due in One year OF OSS ooo. cececcscececcsceescstesesteesesteseseseees $ 722 $ 723 
Due after one through five years 90 93 
Due after five through 10 years...... 140 143 
Due after 10 years... 52 55 
Mortgage-backed S€CUIItICS.........cccscceesessesetseerseeeees 145 146 
Debt securities 00... eceeeeeeeesseeeeerers $ 1149 $ 1,160 

















Actual maturities may differ from contractual maturities 
because some securities may be called or prepaid. Because of 
the potential for prepayment on mortgage-backed securities, 
they are not categorized by contractual maturity. Proceeds from 
the sales of available-for-sale securities were $6 million in 2014, 
$7 million in 2013 and $7 million in 2012. Realized gains, 
realized losses, the increase (decrease) in net unrealized gains or 
losses and unrealized losses that have been continuous for over 
twelve months were not significant in 2014, 2013 and 2012. 
Unrealized losses at October 31, 2014 and 2013 were primarily 
the result of an increase in interest rates and were not recognized 
in income due to the ability and intent to hold to maturity. 
There were no impairment write-downs in the periods reported. 


12. RECEIVABLES 


Trade Accounts and Notes Receivable 
Trade accounts and notes receivable at October 31 consisted of 
the following in millions of dollars: 














2014 2013 
Trade accounts and notes: 
AGHICUIURG ANGIRUFE ..ccerceiececosaesaccrereinieraairesinmentact $2,633 $3127 
Construction ANd fOreStry....c.ccccccescceeesteeeeeeees 645 631 
Trade accounts and notes receivable—net............. $3,278 $3,758 

















At October 31, 2014 and 2013, dealer notes included in 
the previous table were $61 million and $75 million, and the 
allowance for credit losses was $55 million and $67 million, 
respectively. 

The equipment operations sell a significant portion of their 
trade receivables to financial services and provide compensation 
to these operations at approximate market rates of interest. 

Trade accounts and notes receivable primarily arise from 
sales of goods to independent dealers. Under the terms of the 
sales to dealers, interest is primarily charged to dealers on 
outstanding balances, from the earlier of the date when goods are 
sold to retail customers by the dealer or the expiration of certain 
interest-free periods granted at the time of the sale to the dealer, 
until payment is received by the company. Dealers cannot cancel 
purchases after the equipment is shipped and are responsible for 
payment even if the equipment is not sold to retail customers. 
The interest-free periods are determined based on the type of 
equipment sold and the time of year of the sale. These periods 
range from one to twelve months for most equipment. 
Interest-free periods may not be extended. Interest charged may 
not be forgiven and the past due interest rates exceed market 
rates. The company evaluates and assesses dealers on an ongoing 
basis as to their creditworthiness and generally retains a security 
interest in the goods associated with the trade receivables. 

The company is obligated to repurchase goods sold to a dealer 
upon cancellation or termination of the dealer’s contract for 
such causes as change in ownership and closeout of the business. 

Trade accounts and notes receivable have significant 
concentrations of credit risk in the agriculture and turf sector 
and construction and forestry sector as shown in the previous 
table. On a geographic basis, there is not a disproportionate 
concentration of credit risk in any area. 


Financing Receivables 
Financing receivables at October 31 consisted of the following 
in millions of dollars: 





























2014 2013 
Unrestricted/Securitized Unrestricted/Securitized 
Retail notes: 
Equipment: 
Agriculture and turf .......... $16,970 $3,975 $16,209 $3,602 
Construction and 
TOMOSTIY.cccietesiaeeivesess 1,951 697 1,449 607 
2 (0) 18,921 4,672 17,658 4,209 
Wholesale notes v.00... 5,390 4,802 
Revolving charge accounts........ 2,603 2,593 
Financing leases 
(direct and sales-type) .......... 1,558 1,513 
Operating lOANs ......cceceeees 32 
Total financing receivables.... 28,472 4,672 26,598 4,209 
Less: 
Unearned finance income: 
Equipment notes ........... 753 56 665 42 
Financing leases ..........0 136 141 
TOCA eins teerctucaceuetceceee 889 56 806 42 
Allowance for credit losses ... 161 14 159 14 
Financing 
receivables — net............... $27,422 $4602 $25633 $ 4153 








The residual values for investments in financing leases 
at October 31, 2014 and 2013 totaled $112 million and 
$94 million, respectively. 

Financing receivables have significant concentrations of 
credit risk in the agriculture and turf sector and construction and 
forestry sector as shown in the previous table. On a geographic 
basis, there is not a disproportionate concentration of credit risk 
in any area. The company generally retains as collateral a 
security interest in the equipment associated with retail notes, 
wholesale notes and financing leases. 

Financing receivables at October 31 related to the 
company’s sales of equipment that were included in the table 
above consisted of the following in millions of dollars: 














2014 2013 
Unrestricted Unrestricted 
Retail notes*: 
Equipment: 
Agriculture and turf... $ 2125 $ 2,042 
Construction and forestry ............ 403 364 
WOtal ees tevlnvancedewesa 2,528 2,406 
Wholesale notes .....cccccccc cece 5,390 4,802 
SaleS-tyPe CASES .......ccccsseeseseeseeeees 844 826 
TOA soi pttssciessttvessieMa etch italia, $ 8,762 $ 8,034 








* These retail notes generally arise from sales of equipment by company-owned 
dealers or through direct sales. 





(continued) 























2014 2013 
Unrestricted Unrestricted 
Less: 
Unearned finance income: 
Equipment notes .......c.cccccscecees $ 212 $ 191 
Sales-type I€ASCS......cccceeeeeees 57 58 
TOUAl sscsseevensvevissaeaesetontenueer 269 249 
Financing receivables 
related to the company’s 
sales of equipment....................... $ 8,493 $ 7,785 














Financing receivable installments, including unearned 
finance income, at October 31 are scheduled as follows in 
millions of dollars: 





2014 2013 
Unrestricted/Securitized Unrestricted/Securitized 








Due in months: 








OSD recsipietincinei nits. $14,357 $1,878 $13,343 $ 1,663 

13 = 24 cece 5,254 1,331 4,879 1,177 
2536 ecndsitetetteiee?s 4,053 880 3,750 808 
Bf AB oc tacien 2,819 457 2,620 422 
AO = GO vencistactscetss 1,575 120 1,610 130 
Thereafter............0 414 6 396 9 
TOCA sec scacsercneteseciienstviaeceioaen $28,472 $4672 $26,598 $ 4,209 





The maximum terms for retail notes are generally seven 
years for agriculture and turf equipment and five years for 
construction and forestry equipment. The maximum term for 
financing leases is generally five years, while the average term 
for wholesale notes is less than twelve months. 

At October 31, 2014 and 2013, the unpaid balances of 
receivables administered but not owned were $54 million 
and $82 million, respectively. At October 31, 2014 and 2013, 
worldwide financing receivables administered, which include 
financing receivables administered but not owned, totaled 
$32,078 million and $29,868 million, respectively. 

Past due balances of financing receivables still accruing 
finance income represent the total balance held (principal plus 
accrued interest) with any payment amounts 30 days or more 
past the contractual payment due date. Non-performing 
financing receivables represent loans for which the company has 
ceased accruing finance income. These receivables are generally 
120 days delinquent and the estimated uncollectible amount, 
after charging the dealer’s withholding account, has been 
written off to the allowance for credit losses. Finance income 
for non-performing receivables is recognized on a cash basis. 
Accrual of finance income 1s generally resumed when the 
receivable becomes contractually current and collections are 
reasonably assured. 
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An age analysis of past due financing receivables that are 
still accruing interest and non-performing financing receivables 
at October 31, 2014 follows in millions of dollars: 

30-59 60-89 90 Days 


Days Days or Greater Total 
PastDue PastDue PastDue Past Due 








Retail Notes: 
Agriculture and turf ...... $ 93 $ 34 $ 28 $ 155 
Construction and 











TOFESUY ..ceesseeeeecseeees 54 16 7 77 
Other: 

Agriculture and turf...... 23 12 2 37 
Construction and 

TOFESUY...eeseeceeeeeeeees 12 3 4 19 

Total isisiss cicsivieieiescnn $ 182 $$ 6 $ A $ 288 

Total Total 
Total Non- Financing 


Past Due Performing Current Receivables 





Retail Notes: 
Agriculture and turf...... $ 155 $ 107 $19,966 $20,228 
Construction and 

















TOFESIIY sc eececeeeeeeeees 77 17 2,462 2,556 
Other: 
Agriculture and turf...... 37 15 8,208 8,260 
Construction and 
TOFESHY..cceeececeeeeeees 19 2 1,134 1,155 
WOtAl ssestesictersieseiess $ 288 $ 141 = $ 31,770 32,199 
Less allowance for 
Credit IOSSES.......cccceeee 175 
Total financing 
receivables - net....... $ 32,024 

















An age analysis of past due financing receivables that are 
still accruing interest and non-performing financing receivables 
at October 31, 2013 follows in millions of dollars: 





30-59 60-89 90 Days 
Days Days or Greater Total 
PastDue PastDue PastDue Past Due 





Retail Notes: 
Agriculture and turf...... $ 7 $ 2 $ 20 $ 121 
Construction and 














TOFESUY..ceeseeceeeceesees 39 14 9 62 
Other: 
Agriculture and turf ...... 28 9 5 42 
Construction and 
TOFESTY ..ceeeseeececseeees 12 4 3 19 
TOtal iii teicdieikain $ 154 $ 53 $ 37 $ 244 
(continued) 














Total Total 
Total Non- Financing 
Past Due Performing Current Receivables 
Retail Notes: 
Agriculture and turf...... $ 121 $ 102 $18942 $ 19165 
Construction and 
TOFOSHY ccscseseersesexvec 62 12 1,921 1,995 
Other: 
Agriculture and turf...... 42 13 7,613 7,668 
Construction and 
TOFESHY si. cescersdevivs 19 3 1,109 1,131 
TOCA) sexssinrtcesiseesecsde $ 244 $ 130 $29,585 29,959 
Less allowance for 
Credit IOSSES.......ccceeee 173 
Total financing 
receivables - net....... $29,786 











An analysis of the allowance for credit losses and invest- 
ment in financing receivables follows in millions of dollars: 



























































Revolving 
Retail Charge 
Notes Accounts Other Total 

2014 
Allowance: 
Beginning of year 

DAlANCO.... cece $ 101 $ 4 $ 31 =$ 173 
Provision 18 11 2 31 
Write-Offs ......ccceseeees (16) (26) (7) (49) 
RECOVEFIES .....ceeeeeeees 1 15 26 
Translation 

adjustments... (5) (1) (6) 
End of year balance”......... $ 109 $ 41 $ 2 $ 175 
Financing receivables: 
End of year balance.......... $22,784 $2603 $6812 $32,199 
Balance individually 

evaluated... $ 26 $ 1 $ 27 
* Individual allowances were not significant. 
2013 
Allowance: 
Beginning of year 

DAlANC@....ceceeeececesceceees $ 110 $ 40 $ 27 §$ 177 
Provision (credit)........... (2) 5 rf 10 
Write-offs (11) (21) (3) (35) 
Recoveries 9 17 1 27 
Translation 

adjustments........... (5) (1) (6) 
End of year balance™......... $ 101 $ 41 $ 31 =$ 173 
Financing receivables: 
End of year balance........... $21,160 $2593 $6,206 $29,959 
Balance individually 

evaluated... cece $ 21 $ 33 $ 54 








* Individual allowances were not significant. 





(continued) 













































































Revolving Unpaid Average 
Retail Charge Recorded _ Principal Specific Recorded 
Notes Accounts Other Total Investment Balance Allowance Investment 
2012 2013* 
Allowance: Receivables with 
Beginning of year specific allowance™™..... $ 618 18 $ 4 19 
DalANCE....seesceseeeeseesees $ 130 $ 40 $ 27 $$ 197 Receivables without a 
Provision (credit)........... (12) 8 3 (1) specific allowance***.... 8 8 8 
Write-offs (8) (30) (4) (42) Total... ccccccccccccccccecceees ¢ 96 6 $ 4 7 
Recoveries 10 22 1 33 ; 
Translation Agriculture and turf ...... 23 23. $ 4 24 
adjustments............. (10) (10) a in on and — : ; 
End of year balance’... $ 10 $ 40 $ w $ 7 nig sire etna 
L ; . ; * Finance income recognized was not material. 
Financing receivables: ** Primarily operating loans and retail notes. 
End of year balance.......... $18,251 $2488 $5,215 $25,954 ~~ Primarily retail notes. 
Balance individually oe : . 
SARAH seca $ on $ 1 $ «1 $83 A troubled debt restructuring is generally the modification 








* Individual allowances were not significant. 





Past-due amounts over 30 days represented .90 percent 
and .82 percent of the receivables financed at October 31, 2014 
and 2013, respectively. The allowance for credit losses repre- 
sented .54 percent and .58 percent of financing receivables 
outstanding at October 31, 2014 and 2013, respectively. 

In addition, at October 31, 2014 and 2013, the company’s 
financial services operations had $196 million and $197 million, 
respectively, of deposits withheld from dealers and merchants 
available for potential credit losses. 

Financing receivables are considered impaired when it is 
probable the company will be unable to collect all amounts due 
according to the contractual terms. Receivables reviewed for 
impairment generally include those that are either past due, 
or have provided bankruptcy notification, or require significant 
collection efforts. Receivables, which are impaired, are gener- 
ally classified as non-performing. 

An analysis of the impaired financing receivables at 
October 31 follows in millions of dollars: 












































Unpaid Average 
Recorded Principal Specific Recorded 
Investment Balance Allowance Investment 
2014* 
Receivables with 
specific allowance***.... 9 9 6§$ 2 10 
Receivables without a 
specific allowance***.... 6 6 7 
Total iictcsccicecnviccvcen 15 15 $ 2 17 
Agriculture and turf...... $ 12 $$ 12 §$ $ 13 
Construction and 
(0) (<1 5 $ 3. C$ 3 $ 4 
(continued) 


of debt in which a creditor grants a concession it would not 
otherwise consider to a debtor that is experiencing financial 
difficulties. These modifications may include a reduction of the 
stated interest rate, an extension of the maturity dates, a 
reduction of the face amount or maturity amount of the debt, 
or a reduction of accrued interest. During 2014, 2013 and 
2012, the company identified 66, 92 and 138 financing 
receivable contracts, primarily operating loans and retail notes, 
as troubled debt restructurings with aggregate balances of 

$3 million, $16 million and $5 million pre-modification and 
$2 million, $15 million and $4 million post-modification, 
respectively. During these same periods, there were no signifi- 
cant troubled debt restructurings that subsequently defaulted 
and were written off. At October 31, 2014, the company had 
no commitments to lend additional funds to borrowers whose 
accounts were modified in troubled debt restructurings. 
Other Receivables 

Other receivables at October 31 consisted of the following in 
millions of dollars: 





2014 2013 





$ 868 
351 

24 

221 


Taxes FeC@IVADIE csc ccccceccecececsceseseseseseseseseetsesesrsens $ 697 





Reinsurance and insurance premium receivables are 
associated with the financial services’ crop insurance subsidiary 
(see Note 9). 
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13. SECURITIZATION OF FINANCING RECEIVABLES 


The company, as a part of its overall funding strategy, 
periodically transfers certain financing receivables (retail notes) 
into variable interest entities (VIEs) that are special purpose 
entities (SPEs), or a non-VIE banking operation, as part of its 
asset-backed securities programs (securitizations). The structure 
of these transactions is such that the transfer of the retail notes 
did not meet the criteria of sales of receivables, and is, therefore, 
accounted for as a secured borrowing. SPEs utilized in securiti- 
zations of retail notes differ from other entities included in the 
company’s consolidated statements because the assets they hold 
are legally isolated. Use of the assets held by the SPEs or the 
non-VIE is restricted by terms of the documents governing the 
securitization transactions. 

In securitizations of retail notes related to secured 
borrowings, the retail notes are transferred to certain SPEs or 
to a non-VIE banking operation, which in turn issue debt to 
investors. The resulting secured borrowings are recorded as 
“Short-term securitization borrowings” on the balance sheet. 
The securitized retail notes are recorded as “Financing receivables 
securitized - net” on the balance sheet. The total restricted 
assets on the balance sheet related to these securitizations include 
the financing receivables securitized less an allowance for credit 
losses, and other assets primarily representing restricted cash. 
For those securitizations in which retail notes are transferred 
into SPEs, the SPEs supporting the secured borrowings are 
consolidated unless the company does not have both the power 
to direct the activities that most significantly impact the SPEs’ 
economic performance and the obligation to absorb losses or 
the right to receive benefits that could potentially be significant 
to the SPEs. No additional support to these SPEs beyond what 
was previously contractually required has been provided during 
the reporting periods. 

In certain securitizations, the company consolidates the 
SPEs since it has both the power to direct the activities that 
most significantly impact the SPEs’ economic performance 
through its role as servicer of all the receivables held by the 
SPEs, and the obligation through variable interests in the 
SPEs to absorb losses or receive benefits that could potentially 
be significant to the SPEs. The restricted assets (retail notes 
securitized, allowance for credit losses and other assets) of the 
consolidated SPEs totaled $3,011 million and $2,626 million 
at October 31, 2014 and 2013, respectively. The liabilities 
(short-term securitization borrowings and accrued interest) 
of these SPEs totaled $2,942 million and $2,547 million at 
October 31, 2014 and 2013, respectively. The credit holders 
of these SPEs do not have legal recourse to the company’s 
general credit. 


In certain securitizations, the company transfers retail 
notes to a non-VIE banking operation, which is not consoli- 
dated since the company does not have a controlling interest in 
the entity. The company’s carrying values and interests related 
to the securitizations with the unconsolidated non-VIE were 
restricted assets (retail notes securitized, allowance for credit 
losses and other assets) of $368 million and $353 million 
at October 31, 2014 and 2013, respectively. The liabilities 
(short-term securitization borrowings and accrued interest) 
were $351 million and $338 million at October 31, 2014 and 
2013, respectively. 

In certain securitizations, the company transfers retail notes 
into bank-sponsored, multi-seller, commercial paper conduits, 
which are SPEs that are not consolidated. The company does 
not service a significant portion of the conduits’ receivables, 
and therefore, does not have the power to direct the activities 
that most significantly impact the conduits’ economic 
performance. These conduits provide a funding source to the 
company (as well as other transferors into the conduit) as they 
fund the retail notes through the issuance of commercial paper. 
The company’s carrying values and variable interest related to 
these conduits were restricted assets (retail notes securitized, 
allowance for credit losses and other assets) of $1,331 million 
and $1,274 million at October 31, 2014 and 2013, respectively. 
The liabilities (short-term securitization borrowings and accrued 
interest) related to these conduits were $1,267 million and 
$1,225 million at October 31, 2014 and 2013, respectively. 

The company’s carrying amount of the liabilities to the 
unconsolidated conduits, compared to the maximum exposure 
to loss related to these conduits, which would only be incurred 
in the event of a complete loss on the restricted assets, was as 
follows at October 31 in millions of dollars: 





2014 
Carrying Value Of liaDilitieS......ccccecsccseseetecsssssetsssseeeesseseeeees $ 1,267 
MaXiMUM @XPOSULE tO 1OSS.......cccccssesessessseescsssssesecstssssseresssssseeeas 1,331 





The total assets of unconsolidated VIEs related to securiti- 
zations were approximately $40 billion at October 31, 2014. 

The components of consolidated restricted assets related to 
secured borrowings in securitization transactions at October 31 
were as follows in millions of dollars: 











2014 2013 
Financing receivables securitized (retail notes) ............... $4,616 $ 4,167 
Allowance for Credit IOSS€S.......ccccscsccecscecseeseteessssesesees (14) (14) 
OUMGR SSCS -<i:s Asc clessscersatedenysd ste Pecesachaletteteletenateattass 108 100 
Total restricted securitized assets ....0.0.000.. $4710 $4,253 














The components of consolidated secured borrowings and 
other liabilities related to securitizations at October 31 were as 
follows in millions of dollars: 








2014 2013 
Short-term securitization DOrroWingS ........cccscececececeees $4559 $4109 
Accrued interest On DOrrOWINGS.....cccceceeeesececeeseeeeeees 1 1 
Total liabilities related to restricted 
Securitized assets oo... ccc eeeeeeeeeeeeeee $4,560 $ 4110 


The secured borrowings related to these restricted 
securitized retail notes are obligations that are payable as the 
retail notes are liquidated. Repayment of the secured borrowings 
depends primarily on cash flows generated by the restricted 
assets. Due to the company’s short-term credit rating, cash 
collections from these restricted assets are not required to be 
placed into a segregated collection account until immediately 
prior to the time payment is required to the secured creditors. 
At October 31, 2014, the maximum remaining term of all 
securitized retail notes was approximately six years. 


14. EQUIPMENT ON OPERATING LEASES 


Operating leases arise primarily from the leasing of John Deere 


equipment to retail customers. Initial lease terms generally range 
from four to 60 months. Net equipment on operating leases 
totaled $4,016 million and $3,152 million at October 31, 2014 
and 2013, respectively. The equipment is depreciated on a 
straight-line basis over the terms of the lease. The accumulated 
depreciation on this equipment was $634 million and 

$545 million at October 31, 2014 and 2013, respectively. 

The corresponding depreciation expense was $494 million in 
2014, $389 million in 2013 and $339 million in 2012. 

Future payments to be received on operating leases 
totaled $1,553 million at October 31, 2014 and are scheduled 
in millions of dollars as follows: 2015 — $635, 2016 — $448, 
2017 — $280, 2018 — $155 and 2019 — $35. 


15. INVENTORIES 


Most inventories owned by Deere & Company and its 

US. equipment subsidiaries are valued at cost, on the “last-in, 
first-out” (LIFO) basis. Remaining inventories are generally 
valued at the lower of cost, on the “first-in, first-out” (FIFO) 
basis, or market. The value of gross inventories on the LIFO 
basis represented 65 percent and 63 percent of worldwide gross 
inventories at FIFO value at October 31, 2014 and 2013 
respectively. The pretax favorable income effect from the 
liquidation of LIFO inventory during 2014 was approximately 
$13 million. If all inventories had been valued on a FIFO basis, 
estimated inventories by major classification at October 31 in 
millions of dollars would have been as follows: 

















2014 2013 
Raw materials and SUPPIICS.........ccceccccecsceesteteeseseee $1,724 $1,954 
WOrk-iN-PIOCESS........ccscccsssssssesssessscssessssssesereeserseeenees 654 753 
Finished QOOdS ANd Parts .......ccccccecessseecsesseeeeseseees 3,360 3,757 
TOU FIFO VAIUGs  eisascs icciestivsainaecesuctverseascnsncheecennndasens 5,738 6,464 
Less adjustment to LIFO ValUG.......cccccecccseeeeeseeeees 1,528 1,529 
InVENTOFICS 0. ce cceccceseseeesesssesessseersereees $4,210 $4,935 











16. PROPERTY AND DEPRECIATION 


A summary of property and equipment at October 31 in millions 
of dollars follows: 





Useful Lives* 
(Years) 2014 2013 





Equipment Operations 























PAN Gh setvcestasyinces tistessntes eiraaseceertets $ 120 $ 123 
Buildings and building equipment........ 23 3,037 2,875 
Machinery and equipment..............0 11 5,089 4,931 
Dies, patterns, tools, etc 1,552 1,492 
PUSOUNG Dies ce ericasescsaescieyasasen items cas tenet: 5 889 866 
Construction in PrOQreSS .......ccceceeee 530 728 
To 11,217 11,015 
Less 5,694 5,606 
fl (cit: Peeper cneercree tee creer 5,523 5,409 
Financial Services 
Et: (9) Pereeereeere rere eereepeeerrry erect 4 4 
Buildings and building equipment........ 27 71 71 
PUISOUNG Nsteets svserteasscqutiaapstnieca ae nedeanecds 6 37 36 
TOtal Al-COStis scmdsseniitiedes 112 111 
Less accumulated depreciation ........... 57 53 
NOtAl ss sstistieciemtmannnsaves 55 58 
Property and equipment-net.......... $5,578 $5,467 


* Weighted-averages 


Total property and equipment additions in 2014, 2013 
and 2012 were $1,016 million, $1,158 million and $1,376 
million and depreciation was $696 million, $637 million and 
$555 million, respectively. Capitalized interest was $6 million, 
$13 million and $7 million in the same periods, respectively. 
The cost of leased property and equipment under capital leases 
of $36 million and $58 million and accumulated depreciation 
of $15 million and $29 million at October 31, 2014 and 2013, 
respectively, is included in property and equipment. 

Capitalized software has an estimated useful life of three 
years. The amounts of total capitalized software costs, including 
purchased and internally developed software, classified as 
“Other Assets” at October 31, 2014 and 2013 were $912 million 
and $778 million, less accumulated amortization of $656 million 
and $584 million, respectively. Amortization of these software 
costs was $106 million in 2014, $93 million in 2013 and $89 
million in 2012. The cost of leased software assets under capital 
leases amounting to $77 million and $46 million at October 31, 
2014 and 2013, respectively, is included in other assets. 

The cost of compliance with foreseeable environmental 
requirements has been accrued and did not have a material 
effect on the company’s consolidated financial statements. 
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17. GOODWILL AND OTHER INTANGIBLE ASSETS-NET 


The changes in amounts of goodwill by operating segments 
were as follows in millions of dollars: 





Agriculture Construction 



































and and 
Turf Forestry Total 
Balance at October 31, 2012.00... $ 686 $ 584 $ 1,270 
Less accumulated 
impairment lOSSES .......ccececeeees 349 349 
Net: DalanG6'. cass ctsscessesareiexscenveervces 337 584 921 
Reclassification to assets 
Held for Sale * eescescestaiveseeeenzes (395) (395) 
AGQUISITION? ssisacs:scccdesseagisevesczesatinscasee 13 13 
Translation adjustments and other....... (2) 19 17 
Balance at October 31, 2013... 302 603 905 
Less accumulated 
impairment loSSES** ...... cece 60 60 
Net: Balan scssescisscessdvareicespenszervies 242 603 845 
DIVESTIRUNG?”* soxs5 cvscaeseengeaseereeseesperestace (60) (60) 
Translation adjustments and other....... (7) (47) (54) 
Balance at October 31, 2014.0... 235 556 791 
Less accumulated 
impairment losses***.......cccee 
Goodwill... ence $ 235 $ 556 $ 791 
* See Note 4. 


** Accumulated impairment losses were also reduced by $289 million related to 
Landscapes reclassification to held for sale (see Note 4). 

** Accumulated impairment losses were also reduced by $60 million related to the sale 
of the Water operations (see Note 4). 


The components of other intangible assets are as follows 
in millions of dollars: 





Useful Lives* 
(Years) 2014 2013 





Amortized intangible assets: 


Customer lists and relationships........... 15 $ 20 $ 20 
Technology, patents, trademarks 
ANGLOUNGN sssdizvelcisctet custisortretaniaties 19 90 88 
WOtalat- COST w2isensvnencnis 110 108 
Less accumulated amortization**......... 45 35 
i (0) =| Peepeeepeperrecieerrercr rere rere etree 65 73 
Unamortized intangible assets: 
LICENSES s2aniescteceuhatateeraeanateeaeteans 4 4 
Other intangible assets-net ................ $ 69 $ 77 


* Weighted-averages 

** Accumulated amortization at 2014 and 2013 for customer lists and relationships 
was $9 million and $8 million and technology, patents, trademarks and other was 
$36 million and $27 million, respectively. 





Other intangible assets are stated at cost less accumulated 
amortization. The amortization of other intangible assets in 
2014, 2013 and 2012 was $11 million, $22 million and 
$21 million, respectively. The estimated amortization expense 
for the next five years 1s as follows in millions of dollars: 

2015 - $10, 2016 - $9, 2017 - $9, 2018 — $5 and 2019 - $5. 


18. TOTAL SHORT-TERM BORROWINGS 


Total short-term borrowings at October 31 consisted of the 
following in millions of dollars: 









































2014 2013 
Equipment Operations 
Commercial Paper .......cececcsccecescecesessetesesesteeeseeteseeees $ 45 
Notes payable to DankS........ccccccccesceceeeseeeestereseeees 146 $ 259 
Long-term borrowings due within one year... 243 821 
TOL A ee etscitectsdtasevasistes Ried eninessenendaa aheiegaak ahd 434 1,080 
Financial Services 
COMME!Cial PAPEL .....ccecceeeteecsesesesetetsessseetesseeeeees 2,588 3,162 
Notes payable to Danks ........ccccccsssscsssseecsssssseereees 267 139 
Long-term borrowings due within one year™........cce 4,730 4,408 
MOCAlccSsseSstestecsscututectrstiges wenaiee art tateeet wien te act 7,585 7,109 
Short-term DOrrowingS..............0ccceceeeeees 8,019 8,789 
Financial Services 
Short-term securitization borrowings 4,109 
Total short-term borrowingS..................0cccce $12,898 











* Includes unamortized fair value adjustments related to interest rate swaps. 





The short-term securitization borrowings for financial 
services are secured by financing receivables (retail notes) on 
the balance sheet (see Note 13). Although these securitization 
borrowings are classified as short-term since payment is required 
if the retail notes are liquidated early, the payment schedule for 
these borrowings of $4,559 million at October 31, 2014 based 
on the expected liquidation of the retail notes in millions of 
dollars is as follows: 2015 - $2,383, 2016 - $1,342, 2017 - $636, 
2018 - $176, 2019 - $21 and 2020 - $1. 

The weighted-average interest rates on total short-term 
borrowings, excluding current maturities of long-term 
borrowings, at October 31, 2014 and 2013 were 1.0 percent 
and .8 percent, respectively. 

Lines of credit available from U.S. and foreign banks were 
$6,413 million at October 31, 2014. At October 31, 2014, 
$3,367 million of these worldwide lines of credit were unused. 
For the purpose of computing the unused credit lines, com- 
mercial paper and short-term bank borrowings, excluding 
secured borrowings and the current portion of long-term 
borrowings, were primarily considered to constitute utilization. 
Included in the above lines of credit were long-term credit 
facility agreements for $2,500 million, expiring in April 2018, 
and $2,500 million, expiring in April 2019. The agreements 
are mutually extendable and the annual facility fees are not 
significant. These credit agreements require Capital Corporation 


to maintain its consolidated ratio of earnings to fixed charges 

at not less than 1.05 to 1 for each fiscal quarter and the ratio of 
senior debt, excluding securitization indebtedness, to capital 
base (total subordinated debt and stockholder’s equity excluding 
accumulated other comprehensive income (loss)) at not more 
than 11 to 1 at the end of any fiscal quarter. The credit agree- 
ments also require the equipment operations to maintain a ratio 
of total debt to total capital (total debt and stockholders’ equity 
excluding accumulated other comprehensive income (loss)) of 
65 percent or less at the end of each fiscal quarter. Under this 
provision, the company’s excess equity capacity and retained 
earnings balance free of restriction at October 31, 2014 was 
$10,115 million. Alternatively under this provision, the 
equipment operations had the capacity to incur additional debt 
of $18,785 million at October 31, 2014. All of these require- 
ments of the credit agreements have been met during the 
periods included in the consolidated financial statements. 

Deere & Company has an agreement with Capital 
Corporation pursuant to which it has agreed to continue to own, 
directly or through one or more wholly-owned subsidiaries, 
at least 51 percent of the voting shares of capital stock of Capital 
Corporation and to maintain Capital Corporation’s consolidated 
tangible net worth at not less than $50 million. This agreement 
also obligates Deere & Company to make payments to Capital 
Corporation such that its consolidated ratio of earnings to fixed 
charges is not less than 1.05 to 1 for each fiscal quarter. 

Deere & Company’s obligations to make payments to Capital 
Corporation under the agreement are independent of whether 
Capital Corporation is in default on its indebtedness, obligations 
or other liabilities. Further, Deere & Company’s obligations 
under the agreement are not measured by the amount of 
Capital Corporation’s indebtedness, obligations or other 
habilities. Deere & Company’s obligations to make payments 
under this agreement are expressly stated not to be a guaranty 
of any specific indebtedness, obligation or liability of Capital 
Corporation and are enforceable only by or in the name of 
Capital Corporation. No payments were required under this 
agreement during the periods included in the consolidated 
financial statements. 


19. ACCOUNTS PAYABLE AND ACCRUED EXPENSES 


Accounts payable and accrued expenses at October 31 consisted 


of the following in millions of dollars: 


















































2014 2013 
Equipment Operations 
Accounts payable: 
Trade Payables ......cccccccceceesestesesestetesesteteseesteseees $1,661 $ 2174 
Dividends payable .... 210 192 
OUND ...cessssesssseseseess 208 197 
Accrued expenses: 
Dealer Sales GiISCOUNTS ...c.ccccccccececssececsecsesseeeeees 1,551 1,491 
Employee benefits........ 1,350 1,408 
Product warranties ... 809 822 
Unearned revenue... 355 368 
OUNGE sessscccentinticeets 1,374 1,339 
WOtellicess: sae cstegs tease ecteh nsereeesoecectstee tenes 7,518 7,991 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants.......... 196 197 
UNG Rice, ssSetene le caesets Sia develees castuevsaeahd aameeebextsactttaces 468 368 
Accrued expenses: 
UN@ArNEd FEVENUC ......scsecesesssscsesesessetscscsssesessssseesees 647 551 
Accrued interest 103 130 
Employee benefits .........cccscsesssessssssesssessssssessess 87 86 
INSUFANCE CLAIMS FESELVE™ ....ceseecececeessesetetseesseenees 247 197 
OU scisssitiecsietand aaienpaininadneh mean 279 321 
WO bal sisig eacevas ceestevaecvaceiomibanettiaverecgieeneiete devant 2,027 1,850 
ElIMIMAUIONS * escersseus rene hertecevteraecenti etches 991 867 
Accounts payable and accrued expenseg............... $8,554 $8,974 
* See Note 9. 


** Primarily trade receivable valuation accounts which are reclassified as accrued 
expenses by the equipment operations as a result of their trade receivables being 
sold to financial services. 


20. LONG-TERM BORROWINGS 


Long-term borrowings at October 31 consisted of the following 
in millions of dollars: 
























2014 2013 
Equipment Operations 
Notes and debentures: 
4.375% Notes UE 2019 ...cccccccsceeeseeeseesesesees $ 750 $ 750 
8-1/2% debentures due 2022 105 105 
2.60% NOLES CUE 2022 voociccccccccseseecscsesstetersesesesees 1,000 1,000 
6.55% debentures GUC 2028.0... eccccecscseteesecseseesees 200 200 
5.375% notes due 2029 500 500 
8.10% debentures CUE 2030 vo... cccccccccseeeesecseseesees 250 250 
7.125% NOteS MUG 2031 vieccccccscccsecesecssteeecsteesees 300 300 
3.90% notes due 2042 1,250 1,250 
Other notes 288 516 
MOUAl Sis cae, iedvexiceethces caus toesadiccusiticer ness tauredecreecsieets $4,643 $4,871 











(continued) 
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2014 =. 2013 





Financial Services 
Notes and debentures: 
Medium-term notes due 2015 — 2024: 
(principal $17,939 - 2014, $15,055 - 2013) 
Average interest rates of 1.2% — 2014 
ANG 2013 22 cas Pesctertersccustaceeszyssteeed acaee causes asks $ 18,141* $ 15,316* 
2.75% senior note due 2022: ($500 principal) 
Swapped $500 to variable interest rate 


Of .9% — 2014 ANd 2013 ..vcccccccecececceseere eee 498* 491* 
QUNGN NOLES kiss at ee ek chee vieaiete: 1,099 900 
OLA istecseessisvseasaunfonssviadnteantetasinraaecanieneenied 





Long-term borrowings** 


* Includes unamortized fair value adjustments related to interest rate swaps. 
** All interest rates are as of year end. 





The approximate principal amounts of the equipment 
operations’ long-term borrowings maturing in each of the 
next five years in millions of dollars are as follows: 2015 — $243, 
2016 — $197, 2017 — $73, 2018 — $24 and 2019 — $751. 
The approximate principal amounts of the financial services’ 
long-term borrowings maturing in each of the next five years in 
millions of dollars are as follows: 2015 — $4,724, 2016 — $5,220, 
2017 — $4,279, 2018 — $3,432 and 2019 — $2,949. 


21. LEASES 


At October 31, 2014, future minimum lease payments under 
capital leases amounted to $87 million as follows: 2015 — $39, 
2016 — $32, 2017 — $10, 2018 — $3, 2019 — $1, and later 

years $2. Total rental expense for operating leases was $205 
million in 2014, $237 million in 2013 and $215 million in 
2012. At October 31, 2014, future minimum lease payments 
under operating leases amounted to $371 million as follows: 
2015 — $121, 2016 — $79, 2017 — $55, 2018 — $38, 2019 — $32, 
and later years $46. 


22. COMMITMENTS AND CONTINGENCIES 


The company generally determines its warranty liability by 
applying historical claims rate experience to the estimated amount 
of equipment that has been sold and is still under warranty based 
on dealer inventories and retail sales. The historical claims rate 
is primarily determined by a review of five-year claims costs and 
current quality developments. 

The premiums for the company’s extended warranties 
are primarily recognized in income in proportion to the costs 
expected to be incurred over the contract period. The unamor- 
tized extended warranty premiums (deferred revenue) included 
in the following table totaled $425 million and $342 million at 
October 31, 2014 and 2013, respectively. 


A reconciliation of the changes in the warranty lability 
and unearned premiums in millions of dollars follows: 





Warranty Liability/ 
Unearned Premiums 








2014 2013 
Beginning of year balance...............0.0...ccccee $1,164 $1,025 
PAVIMGMUS ar ssetisacs acasscdsysesasavhanchs s2is Sexsuactyeiesststeaharstesal (792) (736) 
Amortization of premiums reCeiV6d.......ccccccseeeeeeeesees (142) (120) 
Accruals for warranties 197 821 
PrOMIUMS FOCEIVED .......0:.sccecesessssesestseesensanssseesessiosesers 228 170 
FOFGIGI EXCHANGE veces vivre sedation an (21) 4 
End of year balance .........0.0.0..c ccc cece ceeeeeeee $1,234 $1164 











At October 31, 2014, the company had approximately 
$210 million of guarantees issued primarily to banks outside the 
US. related to third-party receivables for the retail financing 
of John Deere equipment. The company may recover a portion 
of any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 

At October 31, 2014, the company had accrued losses of 
approximately $7 million under these agreements. The maximum 
remaining term of the receivables guaranteed at October 31, 2014 
was approximately six years. 

At October 31, 2014, the company had commitments of 
approximately $237 million for the construction and acquisition 
of property and equipment. At October 31, 2014, the company 
also had pledged or restricted assets of $102 million, primarily as 
collateral for borrowings and restricted other assets. In addition, 
see Note 13 for restricted assets associated with borrowings 
related to securitizations. 

The company also had other miscellaneous contingencies 
totaling approximately $70 million at October 31, 2014, for 
which it believes the probability for payment is substantially 
remote. The accrued liability for these contingencies was not 
material at October 31, 2014. 

The company is subject to various unresolved legal 
actions which arise in the normal course of its business, the 
most prevalent of which relate to product liability (including 
asbestos related liability), retail credit, software licensing, patent, 
trademark and environmental matters. The company believes 
the reasonably possible range of losses for these unresolved legal 
actions in addition to the amounts accrued would not have a 
material effect on its financial statements. 


23. CAPITAL STOCK 


Changes in the common stock account in millions were 
as follows: 

















Number of 

Shares Issued | Amount 
Balance at October 31, 2011 wwe 536.4 $ 3,252 
Stock Options And Other ......cccceeeseeeeseeeees 100 
Balance at October 31, 2012 wo... 536.4 3,352 
Stock Options and Other ......cccseceseeeeecseeeees 172 
Balance at October 31, 2013 wo. 536.4 3,524 
Stock options and other .......ccccee 151 
Balance at October 31, 2014 536.4 $ 3,675 











The number of common shares the company 1s authorized 
to issue is 1,200 million. The number of authorized preferred 
shares, none of which has been issued, is nine million. 

The Board of Directors at its meeting in December 2013 
authorized the repurchase of up to $8,000 million of additional 
common stock (93.5 million shares based on the October 31, 
2014 closing common stock price of $85.54 per share). 

At October 31, 2014, this repurchase program had $6,230 
million (72.8 million shares at the same price) remaining to be 
repurchased. Repurchases of the company’s common stock 
under this plan will be made from time to time, at the company’s 
discretion, in the open market. 

A reconciliation of basic and diluted net income per share 
attributable to Deere & Company follows in millions, except 
per share amounts: 





2014 2013 2012 





Net income attributable to 
































Deere & COMPANY oo... ccc cece $ 3,161.7 $3,537.3 $3,064.7 
Less income allocable to participating 

SOCUNES , ceieteitviulah Adenine 1.0 9 8 
Income allocable to common stock........... $3160.7 $3,536.4 $3,063.9 
Average shares outstanding .........cccce 363.0 385.3 3971 
Basic per Share ............0..ccccce $ 871 $ 918 $ 7.72 
Average shares outstanding .........cccee 363.0 385.3 397.1 
Effect of dilutive stock options ..........c0008 3.1 3.9 4.4 

Total potential shares outstanding........ 366.1 389.2 401.5 
Diluted per share............0.0.0.000000008 $ 863 $ 909 $ 763 











All stock options outstanding were included in the 
computation during 2014, 2013 and 2012, except 2.4 million 
options in 2014, 2.4 million in 2013 and 1.8 million in 2012 
that had an antidilutive effect under the treasury stock method. 


24. STOCK OPTION AND RESTRICTED STOCK AWARDS 


The company issues stock options and restricted stock awards 
to key employees under plans approved by stockholders. 
Restricted stock is also issued to nonemployee directors for 
their services as directors under a plan approved by stockholders. 
Options are awarded with the exercise price equal to the market 
price and become exercisable in one to three years after grant. 
Options expire ten years after the date of grant. Restricted stock 
awards generally vest after three years. The compensation cost 
for stock options, service based restricted stock units and 
market/service based restricted stock units, which is based on 
the fair value at the grant date, is recognized on a straight-line 
basis over the requisite period the employee is required to 
render service. The compensation cost for performance/service 
based units, which is based on the fair value at the grant date, 
is recognized over the employees’ requisite service period and 
periodically adjusted for the probable number of shares to be 
awarded. According to these plans at October 31, 2014, the 
company is authorized to grant an additional 7.2 million shares 
related to stock options or restricted stock. 

The fair value of each option award was estimated on the 
date of grant using a binomial lattice option valuation model. 
Expected volatilities are based on implied volatilities from 





traded call options on the company’s stock. The expected 
volatilities are constructed from the following three components: 
the starting implied volatility of short-term call options traded 
within a few days of the valuation date; the predicted implied 
volatility of long-term call options; and the trend in implied 
volatilities over the span of the call options’ time to maturity. 
The company uses historical data to estimate option exercise 
behavior and employee termination within the valuation model. 
The expected term of options granted is derived from the 
output of the option valuation model and represents the period 
of time that options granted are expected to be outstanding. 
The risk-free rates utilized for periods throughout the contrac- 
tual life of the options are based on U.S. Treasury security 
yields at the time of grant. 

The assumptions used for the binomial lattice model to 
determine the fair value of options follow: 





2014 2013 2012 


Risk-free interest rate ...... 03% - 2.9% 04% - 1.7%  .01% - 2.0% 


Expected dividends.......... 2.3% 2.3% 1.9% 
Expected volatility............ 25.9% - 32.0% 26.6% - 32.5% 34.1% - 41.9% 
Weighted-average 

VOIatiILY oes 31.9% 32.4% 33.6% 
Expected term (in years) .. 73-74 73-79 6.8 - 7.8 





Stock option activity at October 31, 2014 and changes 
during 2014 in millions of dollars and shares follow: 





Remaining 
Contractual Aggregate 





Exercise Term Intrinsic 
Shares Price* (Years) Value 
Outstanding at beginning 

0 A: 15.7 $64.82 
2.4 87.46 
(3.0) 48.53 
(.2) 85.99 

Outstanding at end of year...... 14.9 71.64 6.06 $ 218.4 


Exercisable at end of year...... 9.0 67.02 5.21 171.5 


* Weighted-averages 





The weighted-average grant-date fair values of options 
granted during 2014, 2013 and 2012 were $24.74, $23.73 and 
$22.51, respectively. The total intrinsic values of options 
exercised during 2014, 2013 and 2012 were $125 million, 
$183 million and $88 million, respectively. During 2014, 

2013 and 2012, cash received from stock option exercises was 
$149 million, $175 million and $61 million with tax benefits 
of $46 million, $68 million and $33 million, respectively. 

The company granted 236 thousand, 254 thousand and 
266 thousand restricted stock units to employees and nonem- 
ployee directors in 2014, 2013 and 2012, of which 102 thousand, 
110 thousand and 122 thousand are subject to service based 
only conditions, 67 thousand, 72 thousand and 72 thousand are 
subject to performance/service based conditions, 67 thousand, 
72 thousand and 72 thousand are subject to market/service 
based conditions, respectively. The service based only units 
award one share of common stock for each unit at the end of 
the vesting period and include dividend equivalent payments. 
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The performance/service based units are subject to a perfor- 
mance metric based on the company’s compound annual 
revenue growth rate, compared to a benchmark group of 
companies over the vesting period. The market/service based 
units are subject to a market related metric based on total 
shareholder return, compared to the same benchmark group of 
companies over the vesting period. The performance/service 
based units and the market/service based units both award 
common stock in a range of zero to 200 percent for each unit 
granted based on the level of the metric achieved and do not 
include dividend equivalent payments over the vesting period. 
The weighted-average fair values of the service based only units 
at the grant dates during 2014, 2013 and 2012 were $87.16, 
$86.88 and $75.27 per unit, respectively, based on the market 
price ofa share of underlying common stock. The fair value of 
the performance/service based units at the grant date during 
2014, 2013 and 2012 were $81.53, $80.73 and $70.14 per unit, 
respectively, based on the market price of a share of underlying 
common stock excluding dividends. The fair value of the 
market/service based units at the grant date during 2014, 2013 
and 2012 were $116.86, $106.75 and $92.85 per unit, respec- 
tively, based on a lattice valuation model excluding dividends. 
The company’s nonvested restricted shares at October 31, 
2014 and changes during 2014 in millions of shares follow: 

















Grant-Date 
Shares Fair Value* 
Service based only 
Nonvested at beginning Of Year... 3 $ 81.00 
hl 87.16 
(1) 81.67 
Nonvested at end Of YOaF oo... 3 83.00 
Performance/service and 
market/service based 
Nonvested at beginning Of year... A $ 88.86 
Granted fl 99.20 
VOSTOO cicc.ccieceterceeeesceaedatesy (1) 76.17 
Performance change Jd 76.17 
Expired or forfeited ..........ecscssssssssscssssterssersees (1) 107.10 
Nonvested at end Of Year... A 91.30 


* Weighted-averages 





During 2014, 2013 and 2012, the total share-based 
compensation expense was $79 million, $81 million and 
$75 million, respectively, with recognized income tax benefits 
of $29 million, $30 million and $28 million, respectively. 
At October 31, 2014, there was $44 million of total unrecog- 
nized compensation cost from share-based compensation 
arrangements granted under the plans, which is related to 
nonvested shares. This compensation is expected to be recog- 
nized over a weighted-average period of approximately two 
years. The total grant-date fair values of stock options and 
restricted shares vested during 2014, 2013 and 2012 were 
$69 million, $68 million and $76 million, respectively. 

The company currently uses shares that have been 
repurchased through its stock repurchase programs to satisfy 
share option exercises. At October 31, 2014, the company 


had 191 million shares in treasury stock and 73 million shares 
remaining to be repurchased under its current publicly 
announced repurchase program (see Note 23). 


25. OTHER COMPREHENSIVE INCOME ITEMS 


The after-tax changes in accumulated other comprehensive 
income at October 31 in millions of dollars follow: 

















Unrealized Unrealized — Total Accumu- 
Retirement Cumulative Gain (Loss) Gain (Loss) lated Other 

Benefits Translation on on Comprehensive 

Adjustment Adjustment Derivatives Investments Income (Loss) 
ae a $ (4135) $ 454 §$ 9) $$ 12 $ (3,678) 

erio 
Change... _ (624) (270) (5) 5 (894) 
2012...... (4,759) 184 (14) 17 (4,572) 
Grange... 1.950 (71) 11 (11) 1,879 

2013...... (2,809) 113 (3) 6 (2,693) 
Change. (684) (416) 3 7 (1,090) 
2014 .....$ (3,493) $ (303) $ 13 $ (3,783) 











Following are amounts recorded in and reclassifications 
out of other comprehensive income (loss), and the income tax 
effects, in millions of dollars: 





Before Tax After 
Tax (Expense) Tax 


























Amount — Credit Amount 
2014 
Cumulative translation adjustment: 
Unrealized (loss) on translation 
ACJUSTMENL. eect cesta $ (427) $ 2 $ (425) 
Reclassification of loss 
to Other operating expenses” ............ 9 9 
Net unrealized (loss) on translation 
ACJUSTMENL.....ceeccesesseteeseeseeteeeteees (418) 2 (416) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging (l0SS) .......cccceceee (14) 5 (9) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — 
Interest EXPENSE .......cccecececsesieees 13 (5) 8 
Foreign exchange contracts — 
Other operating expenses.............. 6 (2) 
Net unrealized gain on derivatives .......... 5 (2) 
Unrealized gain (loss) on investments: 
Unrealized holding Gain... 10 (3) 
Net unrealized gain on investments ........ 10 (3) 
Retirement benefits adjustment: 
Pensions 
Net actuarial (IOSS) ...c.cccecceceeeeees (940) 343 (597) 
Reclassification through amortization 
of actuarial (gain) loss and prior 
service (Credit) cost to net income:** 
Actuarial l0SS.......ccccessceeeees 177 (64) 113 
Prior service cost 25 (9) 16 
Settlements/curtailments .......... 9 (3) 6 





(continued) 

















































































































Before Tax After Before Tax After 
Tax (Expense) Tax Tax (Expense) Tax 
Amount — Credit Amount Amount — Credit Amount 
Health care and life insurance 2012 
Net actuarial (loss) and prior Cumulative translation adjustment.............. $ (272) $ 2 $ (270) 
SIVICE CIEUIL sess vrs B (378) $ 138 $ (240) Unrealized gain (loss) on derivatives: 
Reclassification through amortization Unrealized hedging (l0SS) ..ccccsssseeeeeeeeeee (61) 1 (40) 
of actuarial (gain) loss and prior Reclassification of realized (gain) loss to: 
service (Credit) cost to net income:** Interest rate contracts — 
ACtUAKIAI 1OSS.......ssesseeesssseenees 33 (12) 21 Interest EXPENSE wo... 16 (6) 10 
Prior Service (Credit).......ssssssssee (3) 1 (2) Foreign exchange cofitacts = 
set iver eleecne ie an ) ) Other operating expenses.............. 38 (13) 25 
et unrealized (loss) on retiremen ee 
benefits adjustment ait (1 ,078) 394 (684) Net unrealized (loss) on derivatives......... (7) 2 (9) 
ia Unrealized gain (loss) on investments: 
Total other comprehensive income (loss)..... $ (1,481) $ 391  $ (1,090) inte 236) GING WAIN cased. ecie Q) 
* Represents the accumulated translation adjustments related to the foreign Net unrealized gain on investments ......... (2) 
subsidiaries of the Water operations that were sold (see Note 4). : : ' ; 
** These accumulated other comprehensive income amounts are included in net Retirement benefits adjustment: 
periodic postretirement costs. See Note 7 for additional detail. Pensions 
2013 Net actuarial (loss) and prior 
Cumulative translation adjustment.............. $ (74) $ 3 $ (71) aioe (cost) cade area ais (1,004) 359 (645) 
| Reclassification through amortization 
Unrea ized gain (loss) on derivatives: of actuarial (gain) loss and prior 
Unrealized hedging Gal... 43 (14 29 service (credit) cost to net income:* 
Reclassification of realized (gain) loss to: Actuarial l0SS.......-<..-cc.cccccccc.cc 202 (73) 429 
Interest rate contracts — Prior service cost 47 (17) 30 
INtereSt EXPENSE ..ssssesevsseeseseien 22 (8 14 Settlements/curtailments .......... 10 (2) 8 
Foreign exchange contracts — Health care and life insurance 
Other operating expenses.............. (49) 17 (32) Net actuarial (loss) and prior 
Net unrealized gain on derivatives .......... 16 (5 11 SEIVICE (COST) ....cccecseeeeceeseseeeeees (337) 118 (219) 
Unrealized gain (loss) on investments: Reclassification through amortization 
Unrealized holding (088) ...ccccssssesveeeeeeee (17) (11) of actuarial ee a. cae 
Net unrealized (loss) on investments....... (17) (11) a - a Palin 136 (54) 39 
Retirement benefits adjustment: Prior service (credit)... (15) 6 (9) 
oe ae gain and prior Net unrealized (loss) on retirement 
SSIVICO HOHE secccs.o. sccgmacteeccs 1,507 (652) 955 benefits aa Steies sosseennneteensasaaie (961) 337 (624) 
Reclassification through amortization Total other comprehensive income (loss)..... $(1,233) $ 339 $ (894) 
a a wela (gain) erat Lane “ * These accumulated other comprehensive income amounts are included in net 
service (credit) cost to net income: periodic postretirement costs. See Note 7 for additional detail. 
Actuarial l0SS......cccccceceeceeees 265 (101) 164 ee ; — 
Prior S@rVIC@ COSt......<<..cc.ccc-..., 42 6) 6 The noncontrolling interests comprehensive income was 
Settlements/curtailments .......... 2 2 $1.3 million in 2014, $.4 million in 2013 and $6.6 million in 
Health care and life insurance 2012, which consisted of net income of $1.6 million in 2014, 
Net actuarial gain and prior $.3 million in 2013 and $6.9 million in 2012 and cumulative 
SOIVICE CIOUit es ceeeceeeeseeeeteeee 1,167 (426) 7A1 translation adjustments of $(.3) million in 2014, $.1 million in 
Reclassification through amortization 2013 and $(.3) million in 2012. 
of actuarial (gain) loss and prior 
service (Credit) cost to net income:* 
Actuarial I0SS......cccccccceceeees 141 (54) 87 
Prior service (Credit)... (8) 3 (5) 
Net unrealized gain on retirement 
benefits adjustMent........cccceeeees 3,086 (1,136) 1,950 
Total other comprehensive income (loss)..... $3,011 $(1,132) $1,879 











* These accumulated other comprehensive income amounts are included in net 
periodic postretirement costs. See Note 7 for additional detail. 
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26. FAIR VALUE MEASUREMENTS 


The fair values of financial instruments that do not approximate 
the carrying values at October 31 in millions of dollars follow: 





















































2014 2013 
Carrying Fair Carrying ~~‘ Fair 
Value Value* Value  Value* 
Financing receivables — net.............. $ 27,422 $27,337 $25,633 $25,572 
Financing receivables 
Securitized — Net... eee $ 4602 $ 4573 $ 4153 $ 4124 
Short-term securitization 
DOMOWINGS ws.ccscecsessssesvcseseacensciensc $ 4559 $ 4562 $ 4109 $ 4113 
Long-term borrowings due 
within one year: 
Equipment operations.............. $ 243 $ 233 821 $ 837 
Financial ServiCeS..........c0e008 4,730 4743 4,408 4,441 
MOUGl | ceser teehee Sete teens $ 4,973 $ 4,976 $ 5,229 $ 5,278 
Long-term borrowings: 
Equipment operations............00.. $ 4643 $ 5,095 $ 4,871 $ 5141 
Financial S€rviC@S vo... cece eee 19,738 19,886 16,707 16,887 
TOA 2sicaessnctesaessascestszcaietiesens $24,381 $24,981 $21,578 $22,028 
* Fair value measurements above were Level 3 for all financing receivables and 
Level 2 for all borrowings. 








Fair values of the financing receivables that were issued 
long-term were based on the discounted values of their related 
cash flows at interest rates currently being offered by the 
company for similar financing receivables. The fair values of 
the remaining financing receivables approximated the carrying 
amounts. 

Fair values of long-term borrowings and short-term 
securitization borrowings were based on current market quotes 
for identical or similar borrowings and credit risk, or on the 
discounted values of their related cash flows at current market 
interest rates. Certain long-term borrowings have been swapped 
to current variable interest rates. The carrying values of these 
long-term borrowings included adjustments related to fair 
value hedges. 


Assets and liabilities measured at October 31 at fair value 
on a recurring basis in millions of dollars follow: 





























2014* 2013* 
Marketable securities 
EQUI PUIG 53s esciedscccdvss sasvenesaededesesecixssevasdcuasastaqadend $ 45 $ 20 
FIXEC INCOME FUNG - cscs cesavss dc scvaceuscdsatecancieaglaneteennseed 10 
U.S. government debt SECUTILICS oo... cece 808 1,312 
Municipal debt SCUritieS ........ccccececseeeeteserereees 34 36 
Corporate debt SCCUIITICS........ccccceecseeeeeereeeeees 172 138 
Mortgage-backed SeCUritieS™* vo... 146 119 
Total marketable SECUTILIES Locos ccc ececsecsecseees 1,215 1,625 
Other assets 
Derivatives: 
Interest rate CONTACTS .....cccceceeeeetsteeeesereeeeee 319 347 
Foreign exchange CONtaCtS ......ccccecceseeseeeeeees 18 32 
Cross-currency interest rate Contracts... 16 15 
NOTA ASSCIS iets fests seacutnresten hentia eectndente 1,568 2,019 
Accounts payable and accrued expenses 
Derivatives: 
Interest rate CONTACTS oo... 81 $ 120 
Foreign XChange CONTACtS ......c ccc 29 42 
Cross-currency interest rate Contracts... 17 
MOtANWADINGS axczarsestaertsish Seseut tater tasetinee Gtwsisteasaiabaeias 110 $ 179 
* All measurements above were Level 2 measurements except for Level 1 measure- 


ments of U.S. government debt securities of $741 million and $1,247 million at 
October 31, 2014 and 2013, respectively, and the equity fund of $45 million and 
$20 million at October 31, 2014 and 2013, respectively, and the fixed income fund 
of $10 million at October 31, 2014. There were no transfers between Level 1 and 
Level 2 during 2014, 2013 and 2012. 

** Primarily issued by U.S. government sponsored enterprises. 

*** Excluded from this table were cash equivalents, which were carried at cost tha’ 
approximates fair value. The cash equivalents consist primarily of money marke 
funds that were Level 1 measurements. 














Fair value, nonrecurring, Level 3 measurements from 
impairments at October 31 in millions of dollars follow: 



































Fair Value* Losses* 
2014 2013 2014 §=2013 = 2012 
Property and 
equipment — net.......... $ 53 $ 36 $ 44 $ 48 
GOOUWIIl cece $ 33 
Other intangible 
assets — Net. $ 69 
Other assets... $ 15 $ 16 
Assets held for sale — 
Water operations......... $ 36 








* See financing receivables with specific allowances in Note 12 that were not 
significant. See Note 5 for impairments. 


Level 1 measurements consist of quoted prices in active 
markets for identical assets or liabilities. Level 2 measurements 
include significant other observable inputs such as quoted prices 
for similar assets or liabilities in active markets; identical assets or 
liabilities in inactive markets; observable inputs such as interest 
rates and yield curves; and other market-corroborated inputs. 
Level 3 measurements include significant unobservable inputs. 





Fair value is defined as the price that would be received 
to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. 
In determining fair value, the company uses various methods 
including market and income approaches. The company utilizes 
valuation models and techniques that maximize the use of 
observable inputs. The models are industry-standard models that 
consider various assumptions including time values and yield 
curves as well as other economic measures. These valuation 
techniques are consistently applied. 

The following is a description of the valuation 
methodologies the company uses to measure certain financial 
instruments on the balance sheet and nonmonetary assets at 
fair value: 

Marketable Securities — The portfolio of investments is 
primarily valued on a market approach (matrix pricing model) 
in which all significant inputs are observable or can be derived 
from or corroborated by observable market data such as interest 
rates, yield curves, volatilities, credit risk and prepayment speeds. 

Derivatives — The company’s derivative financial 
instruments consist of interest rate swaps and caps, foreign 
currency forwards and swaps and cross-currency interest rate 
swaps. The portfolio is valued based on an income approach 
(discounted cash flow) using market observable inputs, 
including swap curves and both forward and spot exchange 
rates for currencies. 

Financing Receivables — Specific reserve impairments are 
based on the fair value of the collateral, which is measured 
using a market approach (appraisal values or realizable values). 
Inputs include a selection of realizable values (see Note 12). 

Goodwill — The impairment is based on the implied fair 
value measured as the difference between the fair value of the 
reporting unit and the fair value of the unit’s identifiable net 
assets. An estimate of the fair value of the reporting unit is 
determined by an income approach (discounted cash flows), 
which includes inputs such as interest rates. 

Property and Equipment-Net — The impairments are 
measured at the lower of the carrying amount, or fair value. 
The valuations were based on a cost approach. The inputs 
include replacement cost estimates adjusted for physical 
deterioration and economic obsolescence. 

Other Intangible Assets-Net — The impairments are 
measured at the lower of the carrying amount, or fair value. 
The valuations were based on an income approach (discounted 
cash flows). The inputs include estimates of future cash flows. 

Other Assets — The impairments are measured at the 
lower of the carrying amount, or fair value. The valuations 
were based on a market approach. The inputs include sales 
of comparable assets. 

Assets Held For Sale-Water Operations — The impairment 
of the disposal group was measured at the lower of carrying 
amount, or fair value less cost to sell. Fair value was based on 
the probable sale price. The inputs included estimates of the 
final sale price (see Note 5). 


27. DERIVATIVE INSTRUMENTS 


Cash Flow Hedges 

Certain interest rate and cross-currency interest rate contracts 
(swaps) were designated as hedges of future cash flows from 
borrowings. The total notional amounts of the receive-variable/ 
pay-fixed interest rate contracts at October 31, 2014 and 2013 
were $3,050 million and $3,100 million, respectively. The total 
notional amounts of the cross-currency interest rate contracts 
were $70 million and $816 million at October 31, 2014 and 
2013, respectively. The effective portions of the fair value gains 
or losses on these cash flow hedges were recorded in other 
comprehensive income (OCI) and subsequently reclassified into 
interest expense or other operating expenses (foreign exchange) 
in the same periods during which the hedged transactions 
affected earnings. These amounts offset the effects of interest 
rate or foreign currency exchange rate changes on the related 
borrowings. Any ineffective portions of the gains or losses on all 
cash flow interest rate contracts designated as cash flow hedges 
were recognized currently in interest expense or other operating 
expenses (foreign exchange) and were not material during any 
years presented. The cash flows from these contracts were 
recorded in operating activities in the statement of consolidated 
cash flows. 

The amount of loss recorded in OCI at October 31, 2014 
that is expected to be reclassified to interest expense or other 
operating expenses in the next twelve months if interest rates or 
exchange rates remain unchanged is approximately $6 million 
after-tax. These contracts mature in up to 47 months. There were 
no gains or losses reclassified from OCI to earnings based on 
the probability that the original forecasted transaction would 
not occur, 

Fair Value Hedges 

Certain interest rate contracts (swaps) were designated as fair 
value hedges of borrowings. The total notional amounts of the 
receive-fixed/pay-variable interest rate contracts at October 31, 
2014 and 2013 were $8,798 million and $7,380 million, 
respectively. The effective portions of the fair value gains or 
losses on these contracts were offset by fair value gains or losses 
on the hedged items (fixed-rate borrowings). Any ineffective 
portions of the gains or losses were recognized currently in 
interest expense. The ineffective portions were a loss of $2 
million in 2014 and none in 2013. The cash flows from these 
contracts were recorded in operating activities in the statement 
of consolidated cash flows. 

The gains (losses) on these contracts and the underlying 
borrowings recorded in interest expense follow in millions of 


dollars: 








2014 2013 
Interest rate CONtTACES* oo... cect tees $ (13) $ (244) 
BOMOWINGS** ass: s:ccssnsazssesasdveseseacsseasbesnatssdasacadeesss as 11 244 


* Includes changes in fair values of interest rate contracts excluding net accrued 
interest income of $168 million and $155 million during 2014 and 2013, respectively. 

** Includes adjustments for fair values of hedged borrowings excluding accrued interest 
expense of $267 million and $261 million during 2014 and 2013, respectively. 
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Derivatives Not Designated as Hedging Instruments 
The company has certain interest rate contracts (swaps and 
caps), foreign exchange contracts (forwards and swaps) and 
cross-currency interest rate contracts (swaps), which were not 
formally designated as hedges. These derivatives were held as 
economic hedges for underlying interest rate or foreign currency 
exposures primarily for certain borrowings and purchases or 
sales of inventory. The total notional amounts of the interest 
rate swaps at October 31, 2014 and 2013 were $6,317 million 
and $5,627 million, the foreign exchange contracts were $3,524 
million and $3,800 million and the cross-currency interest rate 
contracts were $98 million and $85 million, respectively. 
At October 31, 2014 and 2013, there were also $1,703 million 
and $1,641 million, respectively, of interest rate caps purchased 
and the same amounts sold at the same capped interest rate to 
facilitate borrowings through securitization of retail notes. 
The fair value gains or losses from the interest rate contracts 
were recognized currently in interest expense and the gains or 
losses from foreign exchange contracts in cost of sales or other 
operating expenses, generally offsetting over time the expenses 
on the exposures being hedged. The cash flows from these 
non-designated contracts were recorded in operating activities 
in the statement of consolidated cash flows. 

Fair values of derivative instruments in the consolidated 
balance sheet at October 31 in millions of dollars follow: 


















































2014 2013 
Other Assets 
Designated as hedging instruments: 
Interest rate CONTACTS ......cceeeeeeeeeeeeeeeeetetees 266 $ 295 
Cross-currency interest rate contracts 13 14 
Total deSignated..........ccccssssesscscssssssssseesssessees 279 309 
Not designated as hedging instruments: 
Interest rate CONMUACTS:..5:.csecsessssseneseccretaipesesascaneaeyen 53 52 
Foreign exchange CONtraCtS ......cccceeceeseeeeeeees 18 32 
Cross-currency interest rate CONTACTS... 3 1 
Total not designated ......ccccccssecececseseetesereees 74 85 
Total DerivatiVeS.....c.cceccsssesessesssesssssseseseeneeeeees $ 353 $ 394 
Accounts Payable and Accrued Expenses 
Designated as hedging instruments: 
Interest rate CONTACTS ........ccscssssesessssestseesssstseseseees $ 35 $ 71 
Cross-currency interest rate CONTACTS... 16 
Total COSIQM@LEG  s:.sisitss.hisadiiessteatvecenne deers 35 87 
Not designated as hedging instruments: 
Intenest:tate CONUACIS :sis2 ck. cecsestescxsecuetnecedieinnsiins 46 49 
FOreign exchange CONTACTS ......ccceceeteeecseseeeeeeees 29 42 
Cross-currency interest rate COntraCts........ccceee 1 
Total not designated 19 92 
VOtAl OGIVEIIVES iz discs cece iaieicreniiiencenneiers 110 $ 179 











The classification and gains (losses) including accrued 
interest expense related to derivative instruments on the 
statement of consolidated income consisted of the following 
in millions of dollars: 





2014 2013 2012 





Fair Value Hedges 
Interest rate contracts — Interest expense... $ 155 $ (89) $ 335 


Cash Flow Hedges 
Recognized in OCI 
(Effective Portion): 
Interest rate contracts — OCI (pretax)* .......... (10) (15) (28 
Foreign exchange contracts — 
OCI DICK)” Sevsscstacieevedicgacsenss: (4) 58 (33 


Reclassified from OCI 

(Effective Portion): 

Interest rate contracts — Interest expense”... (13) (22) (16 
Foreign exchange contracts — 

OUNEr EXPENSE” .....cs.sisscecdscesssseceecenesereeess (6) 49 (38 


Recognized Directly in Income 
(Ineffective POrtion)........ccccccseeceeeeees be ae i 








Not Designated as Hedges 
Interest rate contracts — Interest expense*.... $ 3 $ © $ (13) 
Foreign exchange contracts — 








COSt OF SACS sca cescstacssstecasessassexsacvesesssadd 25 35 (12) 
Foreign exchange contracts — 

OINEPOXDENSE™ i esccccccsezcctiersiectiucnendatierss 79 20 7 

Total not designated .....c..ccccccceeceees $ 107 $ 49 $ (18) 








* Includes interest and foreign exchange gains (losses) from cross-currency interest 
rate contracts. 
** The amounts are not significant. 


Counterparty Risk and Collateral 

Certain of the company’s derivative agreements contain credit 
support provisions that may require the company to post 
collateral based on the size of the net liability positions and 
credit ratings. The aggregate fair value of all derivatives with 
credit-risk-related contingent features that were in a net liability 
position at October 31, 2014 and October 31, 2013, was $57 
million and $91 million, respectively. The company, due to its 
credit rating and amounts of net liability position, has not posted 
any collateral. If the credit-risk-related contingent features were 
triggered, the company would be required to post collateral up 
to an amount equal to this liability position, prior to considering 
applicable netting provisions. 

Derivative instruments are subject to significant concen- 
trations of credit risk to the banking sector. The company 
manages individual counterparty exposure by setting limits that 
consider the credit rating of the counterparty, the credit default 
swap spread of the counterparty and other financial commitments 
and exposures between the company and the counterparty banks. 
All interest rate derivatives are transacted under International 
Swaps and Derivatives Association (ISDA) documentation. 
Some of these agreements include credit support provisions. 
Each master agreement permits the net settlement of amounts 
owed in the event of default or termination. 


Derivatives are recorded without offsetting for netting 
arrangements or collateral. The impact on the derivative assets 
and liabilities related to netting arrangements and any collateral 
received or paid follows: 








Gross Amounts Netting Collateral Net 
Recognized Arrangements Received Amount 
2014 
Derivatives: 
ASSOtS sscvscicesetesSevsntess $ 353 $ (76) $ (5) $ 272 
Liabilities... cece 110 (76) 34 
2013 
Derivatives: 
ASSIS: ..ci.ccccsscterectsaaies $ 394 $ (120) $ (8) $ 266 
Liabilities... 179 (120) 59 


28. SEGMENT AND GEOGRAPHIC AREA DATA FOR THE YEARS 
ENDED OCTOBER 31, 2014, 2013 AND 2012 


The company’s operations are presently organized and reported 
in three major business segments described as follows: 

The agriculture and turf segment primarily manufactures 
and distributes a full line of agriculture and turf equipment and 
related service parts — including large, medium and utility 
tractors; loaders; combines, corn pickers, cotton and sugarcane 
harvesters and related front-end equipment and sugarcane 
loaders; tillage, seeding and application equipment, including 
sprayers, nutrient management and soil preparation machinery; 
hay and forage equipment, including self-propelled forage 
harvesters and attachments, balers and mowers; turf and utility 
equipment, including riding lawn equipment and walk-behind 
mowers, golf course equipment, utility vehicles, and commercial 
mowing equipment, along with a broad line of associated 
implements; integrated agricultural management systems 
technology and solutions; and other outdoor power products. 

The construction and forestry segment primarily 
manufactures and distributes a broad range of machines and 
service parts used in construction, earthmoving, material 
handling and timber harvesting — including backhoe loaders; 
crawler dozers and loaders; four-wheel-drive loaders; excavators; 
motor graders; articulated dump trucks; landscape loaders; 
skid-steer loaders; and log skidders, feller bunchers, log loaders, 
log forwarders, log harvesters and related attachments. 

The products and services produced by the segments 
above are marketed primarily through independent retail dealer 
networks and major retail outlets. 

The financial services segment primarily finances sales 
and leases by John Deere dealers of new and used agriculture 
and turf equipment and construction and forestry equipment. 
In addition, the financial services segment provides wholesale 
financing to dealers of the foregoing equipment, finances retail 
revolving charge accounts and offers crop risk mitigation 
products and extended equipment warranties. The company 
signed an agreement in December 2014 to sell the stock of the 
Crop Insurance operations (see note 30). 


Because of integrated manufacturing operations and 
common administrative and marketing support, a substantial 
number of allocations must be made to determine operating 
segment and geographic area data. Intersegment sales and 
revenues represent sales of components and finance charges, 
which are generally based on market prices. 

Information relating to operations by operating segment 
in millions of dollars follows. In addition to the following 
unaffiliated sales and revenues by segment, intersegment sales 
and revenues in 2014, 2013 and 2012 were as follows: 
agriculture and turf net sales of $89 million, $69 million and 
$84 million, construction and forestry net sales of $1 million, 
$2 million and $1 million, and financial services revenues of 
$228 million, $220 million and $219 million, respectively. 





OPERATING SEGMENTS 2014 2013 2012 





Net sales and revenues 
Unaffiliated customers: 





Agriculture and turf net sales............0.. $26,380 $ 29132 $ 27123 
Construction and forestry 

NEL SAICS voce cec eee eeeeeeees 6,581 5,866 6,378 

Total net Sales... cece 32,961 34998 33,501 

Financial Services reVeNUeS........cceee 2,577 2,349 2,235 


529 448 421 
$36,067 $ 37,795 $ 36,157 


* Other revenues are primarily the equipment operations’ revenues for finance 
and interest income, and other income as disclosed in Note 31, net of certain 
intercompany eliminations. 


Other revenues* 




































Operating profit 
Agriculture and turf... $ 3649 $ 4680 $ 3,921 
Construction and fOrestry......cccceeeecees 648 378 476 
Financial SCrViC@S™........ccceseseeseseseeeeeeeees 921 870 712 

Total operating profit 5,218 5,928 5,109 
Interest INCOME...........0 57 55 43 
Investment income ....... 2 2 2 
INtereSt EXPENSE .....c:sccccecessssesesesssecsenessess (289) (297) (231) 
Foreign exchange losses from equipment 

operations’ financing activities ............ (2) (8) (11) 
Corporate expenses — net (196) (197) (181) 
IIGCOMIGTAXOS os; ssc cesseazseaalevstnaaesacasa cueaansecs (1,627) (1,946) (1,659) 

TOUG escct cts cceyseceastes iebstcvtvetsaceteeccuetttees (2,055) (2,391) — (2,037) 
Net iNCOMC@.... cece ccc eee re cece eeeee 3,163 3,537 3,072 
Less: Net income attributable to 

noncontrolling interests... 1 7 





Net income attributable to 
Deere & COMPANY oo... $ 3162 $ 3537 $ 3,065 


Operating profit of the financial services business segment includes the effect of its 
interest expense and foreign exchange gains or losses. 








* 





(continued) 
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OPERATING SEGMENTS 2014 2013 2012 
Interest income* 
Agriculture and turf... $ 17 $ 24 $ 29 
Construction and fOreStry......ccccceeeeeeees 1 2 2 
Financial S€rViC@S ...ccccccc cece cee eee 1,754 1,668 1,610 
GOP OVALG si.cis saeicesvacis sees coreinaieeals ke ecee teed 57 55 43 
IMFO COMPANY .........0sessceccessesseseeesesseseessares (268) (247) (248) 
TOUAl sia viiscatietaerennveascercinenvnaitaid: $ 1,561 $ 1,502 $ 1,436 
* Does not include finance rental income for equipment on operating leases. 
Interest expense 
Agriculture and turf... $ 175 $ 167 $ 168 
Construction and fOrestry......cccceeceeeeees 37 36 36 
Financial S€rVICES .......cceceeeseetecseseeeeeees 431 488 596 
GOMPOV ENG sos sasscievenccacinn leevandeteets seeveaetbedrds 289 297 231 
INTO COMPANY .c.cscsccssessczcsecssssvizssesesesseesserss (268) (247) (248) 
W (0) 62 beprernenrtrerrertcee retiree perenne peer p artes $ 664 $ 741 $ 783 











Depreciation* and amortization 


The company views and has historically disclosed its 
operations as consisting of two geographic areas, the U.S. and 
Canada, and outside the U.S. and Canada, shown below in 
millions of dollars. No individual foreign country’s net sales 
and revenues were material for disclosure purposes. 





GEOGRAPHIC AREAS 2014 2013 2012 





Net sales and revenues 




















Unaffiliated customers: 
U.S. and Canada: 
Equipment operations 
Net Sales (87%)* ...cecceseesesceeeees $20,171 $21,821 $ 20,807 
Financial services revenues (78%)*..... 2,220 2,031 1,930 
NOLAN sdczes ca sessatesstefvstan efeecx beecemeses 22,391 23,852 22,737 
Outside U.S. and Canada: 
Equipment operations net sales ......... 12,790 13,177 = 12,694 
Financial services revenues ............+.. 357 318 305 
VOU sve cz cies sesvaesisasdvuirexveectanaxsccxiee 13147 13,495 12,999 
Other FEVENUES.......cccccescesesessssesseseeseteeeees 529 448 421 
MOU tes Airs cttora titer cea cetedcseedessavensuss mn aes? $36,067 $ 37,795 $ 36,157 








* The percentages indicate the approximate proportion of each amount that relates to 
the U.S. only and are based upon a three-year average for 2014, 2013 and 2012. 





expense 
Agriculture and turf... $ 681 $ 627 $ 550 
Construction and fOrestry.......cceceseeeeees 115 106 93 
FINANCIAL 'SELVICES «a. ciscsiscecvencdisiscervesennnsens 511 407 361 
TOMA <ssccesscusssceeste canntsevesustavesseeristeteess $ 1,307 $ 1140 $ 1,004 








* Includes depreciation for equipment on operating leases. 





Equity in income (loss) of 
unconsolidated affiliates 

















Agriculture and turf... $ 8 $ (1) $ (2) 
Construction and fOrestry......ccccceeeeeees (18) (2) 
Fin€nCial SErVICES ......c.cccecesecssteeseeeeseeeesees 2 1 1 
WO talllsscis doneesovterteststesrsntseuedeaanesocavaxeenes $ (8) $ (3) 
Identifiable operating assets 
Agriculture and turf......cccccscsccccecsceeeeee $ 9442 $10,799 $10,429 
Construction and fOrestry......ccccceceeeees 3,405 3,461 3,365 
Financial S@rviC@S vo... cece ccc ceeseeees 42,784 38646 34,495 
CONDOMS” sescssssverewtieiweniantiernnanend 5,705 6,615 7,977 
TO) cetacean csineteeneteceaneanetars $61,336 $59,521 $56,266 








* Corporate assets are primarily the equipment operations’ retirement benefits, 
deferred income tax assets, marketable securities and cash and cash equivalents 
as disclosed in Note 31, net of certain intercompany eliminations. 








Capital additions 

Agriculture and turfa.....ccccccececseeeeeteees $ 868 $ 981 $ 1145 

Construction and fOrestry......ccccceeeeeees 145 174 228 

FinanCial: SCPVICES  sciscissssiasesriirnseaasensien 3 3 3 
TOCA esis sa tee tits cacut iecesccusassgadeceveugeieness $ 1,016 $ 1,158 $ 1,376 











Investments in unconsolidated affiliates 








AGRIGUItUIRG SING Wess tresstsecescmovoeesdeertatest: $ 110 $ 24 $ 32 
Construction and fOrestry......cccceeeecees 182 187 174 
FINaMClal SCMICES ivccsfsrsd.ad erates 11 10 9 

TOL Al csssesacetscsecvzseienfttserets sa cneetcern areas $ 303 $ 221 $ 215 





























Operating profit 
U.S. and Canada: 
Equipment operations..........ccccce. $ 3,311 $ 4062 $ 3,836 
Financial S€rViC@S........ccccccseceseeseees 727 706 566 
MOUA a ccczestecesceecactciseiecrsesteacsi ners 4,038 4,768 4,402 
Outside U.S. and Canada: 
Equipment operations..........cccceeee 986 996 561 
FinanCial SErVICES.......cccceccecesecseeeees 194 164 146 
WOUAeccezestecesseerctctesnctaetsosnceses 1,180 1,160 707 
QOTAN si eindeessteeickccieaatheceins dintautelete, be acd $ 5,218 $ 5928 $ 5,109 




















Property and equipment 








WES Ffecsaes Sesedacas casz ctshius satan eeiueunsanatactanneases $ 3154 $ 2997 $ 2,742 
GOrMANY oo. 640 647 568 
Other countries 1,784 1,823 1,702 

TOA esses ccdisestencsesceesetecvavessetaectencvton: $ 5,578 $ 5467 $ 5,012 











29. SUPPLEMENTAL INFORMATION (UNAUDITED) 


Common stock per share sales prices from New York Stock 
Exchange composite transactions quotations follow: 











First Second Third Fourth 
Quarter Quarter Quarter Quarter 
2014 Market price 
MiON ancien teen inasiewn cares $ 91.33 $93.89 $9453 $ 8716 
OW oe. sscsesescestuiticatiauteaaietedensantscy $ 81.50 $ 84.05 $8511 $ 80.01 
2013 Market price 
FUG esastienssacsaserseoteoarsashceraanicent $ 93.47 $95.05 $93.77 $ 85.10 
[LOW ccieecsasviexevatnerseanarseteceaenss $ 82.83 $ 82.56 $ 80.90 $ 80.99 





At October 31, 2014, there were 24,138 holders of record 
of the company’s $1 par value common stock. 

Quarterly information with respect to net sales and 
revenues and earnings is shown in the following schedule. 
The company’s fiscal year ends in October and its interim periods 
(quarters) end in January, April and July. Such information is 
shown in millions of dollars except for per share amounts. 





First Second Third — Fourth 
Quarter Quarter Quarter Quarter 

















2014* 
Net sales and revenues... $ 7,654 $ 9948 $9500 $8965 
Ne@t SAl@S......cceccccsscesscsecsesseseeseeeees 6,949 9,246 8723 8,043 
GPOSS NOTE dsscsseeesasieissesseeisesasiacdes 1,753 = 2,374 2,112 1,946 
Income before income taxéS............ 965 1,464 1,292 1,076 
Net income attributable 

0 Deere & COMPANY... cece 681 981 851 649 
Per share data: 

BASIC wissseastswsdeasisnataearenicaiaeaacdeant 1.83 2.67 2.35 1.84 

Diluted ...... cece 1.81 2.65 2.33 1.83 

Dividends declared ... 51 51 .60 .60 

DiVIDENS Paid... OI 51 OI .60 
2013* 
Net sales and reVenueS........c cee $ 7,421 $10,913 $10,010 $9,451 
Ne@t SAl@S......ccecccseesscsscseseeseeseseees 6,793 10,265 9316 8624 
GIOSS DIGITS saccssvecccecewtensceotenanes 1,778 2,783 2,478 2,292 
Income before income taxéS............. 946 1,744 1,549 1,244 
Net income attributable 

0 Deere & COMPANY... 650 ~=—-: 1,084 996 807 
Per share data: 

BaSiGi sizsesiaassasssinaussaainvgraaneatnats 1.67 2.79 2.58 2.13 

DL cl 0 1.65 2.16 2.56 211 

Dividends declared... 46 5il 51 51 

DIVIDENS Paid... A6 A6 51 51 
Net income per share for each quarter must be computed independently. As a result, 
their sum may not equal the total net income per share for the year. 





* See Note 5 for “Special Items.” 





30. SUBSEQUENT EVENTS 


A quarterly dividend of $.60 per share was declared at the 
Board of Directors meeting on December 3, 2014, payable on 
February 2, 2015 to stockholders of record on December 31, 
2014. 

In December 2014, the company’s financial services 
operations issued Australian dollar denominated medium-term 
notes of $227 million due in December 2019. 

In December 2014, the company entered into an agree- 
ment to sell all of the stock of its wholly-owned subsidiaries, 
John Deere Insurance Company and John Deere Rusk 
Protection, Inc. (collectively, the Crop Insurance operations) to 
Farmers Mutual Hail Insurance Company of Iowa. The Crop 
Insurance operations provide crop risk mitigation products 
and are included in the financial services operating segment. 


The company is projecting to close the sale by March 2015. 
As of October 31, 2014, the Crop Insurance operations had 
total assets of approximately $725 million consisting primarily 
of accounts receivable and marketable securities. The Crop 
Insurance operations also had total liabilities of approximately 
$605 million, consisting primarily of accounts payable and 
accrued expenses, and policy claims and reserves. The planned 
sale is a result of the company’s intention to invest its resources 
in growing its core businesses. The company does not anticipate 
a significant pretax or after-tax gain or loss resulting from the 
probable sale. 
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31. SUPPLEMENTAL CONSOLIDATING DATA 


INCOME STATEMENT 
For the Years Ended October 31, 2014, 2013 and 2012 
(In millions of dollars) 




































































EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2014 2013 2012 2014 2013 2012 
Net Sales and Revenues 
INGE SACS eascesceccetes resect ccacachs veatesshcy ceatsheater sister taaseeseeteveiers $32,960.6 $34,997.99 $33,500.9 
Finance and interest income 76.5 80.8 74.0 $ 2475.0 $ 2,280.5 $ 2155.7 
Other income 622.6 549.1 493.2 330.2 288.4 298.8 
0 | eae oP EO RP 33,659.7 35,627.8 34,068.1 2,805.2 2,568.9 2,454.5 
Costs and Expenses 
IC OSTION SAIS ites trees deceecesctyectcestesectans ceav deanna dices cea domes 24,7778 25,668.8 25,009.2 
Research and development EXPENSES ........cccceeeeeeseereseeeees 1,452.0 1,477.3 1,433.6 
Selling, administrative and general EXPENSES .........cceeeeeeeees 2,/65.1 3,143.9 2,988.8 529.2 473.2 439.3 
LGNESE: EXPENSE ices: tecsedceseecszcejossdsacavessivachipedsvacdeveapsectiedianeiieates 289.4 2971 23141 430.9 487.6 596.4 
Interest compensation to Financial ServiCeS........c.cccseceeeceees 2121 202.7 203.6 
Other operating EXPENSES ........ccceceeeseeeetetstsseseeetereteeseseees 285.4 223.1 178.1 925.6 739.0 708.1 
NOtAl basses sider ceeteech cect deste rstuet cea Pusvieay enc sarsseraatiaaienedansess 29,781.8 31,013.5 30,044.4 1,885.7 1,699.8 1,743.8 
Income of Consolidated Group before 
INCOME TaXeS ........cccccccccccecscscscesececscsesesssesevscsssestseseeasiees 3,877.9 4,614.3 4,023.7 919.5 869.1 710.7 
Provision for INCOME taX€S ...cccccccecccececssssccseessssecsessesseersreees 1,329.6 1,640.7 1,407.6 296.9 305.2 251.8 
Income of Consolidated Group....................cccccceees 2,548.3 2,973.6 2,616.1 622.6 563.9 458.9 
Equity in Income (Loss) of Unconsolidated 
Subsidiaries and Affiliates 
Financial Services 624.5 565.0 460.3 1.9 tl 1.4 
(9.5) (1.0) (4.8) 
615.0 564.0 455.5 1.9 14 1.4 
3,163.3 3,537.6 3,071.6 624.5 565.0 460.3 
Less: Net income attributable 
TO NONGONTPOMING INtCFEStS.. .:.ccseseisscisesissctsscedesstssscssaeteessdoecs’ 1.6 3 6.9 
Net Income Attributable to Deere & Company..................... $ 3161.7 $ 35373 $ 3,064.7 $ 6245 $ 5650 $ 460.3 

















* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in Note 1 
to the consolidated financial statements. The consolidated group data in the “Equipment Operations” income statement reflect the results of the agriculture and 
turf operations and construction and forestry operations. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to 
arrive at the consolidated financial statements. 


31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


BALANCE SHEET 
As of October 31, 2014 and 2013 
(In millions of dollars except per share amounts) 






















































EQUIPMENT OPERATIONS* 
2014 2013 
ASSETS 
Cash and cash equivalents $ 3,023.3 
Marketable S@CUTItIES oo... ce eccecc cscs esscrserererereere : 1,207.2 
Receivables from unconsolidated subsidiaries and affiliates.. 3,663.9 3,502.0 
Trade accounts and notes receivable - Net... eke 706.0 1,061.8 
Financing receivables = Net +. Asseevcievscesscceesserees sever nermenciinrieainaeeaende acres 18.5 16.5 
Financing receivables S@CUritized - Et ....cccccssscscseecsssssessssesssesesstesssesseeneees 
Otel TECEINADIES sisi sasescinveesseavsegegriacsgin davis ceemntisencnnnien ses 848.0 983.1 
Equipment on operating leases - Neto... ee 
TRIS) 01(0) ors 2h, it 4,209.7 4,934.7 
Property and equipment - net 5,922.5 5,408.5 
Investments in unconsolidated subsidiaries and affiliates nt 5,106.5 4,569.0 
GOO WII 25 cctsadssncuai'esSbrcusssadtssuceeesngadadtucsapunsSanuessacgasueacasaatictuastedtsquesiedveandatesmndgerys 791.2 844.8 
Other intangible assets - N€t.....cccccsscesccssseseecscscsssssesersssssssesesneseseeeseeeeess 64.8 73.4 
Retirement benefits at 263.5 517.7 
Deferred INCOME taX@S ...ccccccccccccccecsecscsecsecsecsecsecsesseceecssssecitsisesecitsissisciteisersses 2,981.9 2,575.4 
COMMER ASSELS. ses secscaretetessitiastehetniateeantentan ha ntentnbraadthiniaantna td naea anes 654.3 
Assets held for sale.. 505.0 
MOtal ASSOUS oie cteiecesincs tsetse sess esta sears $ 29,876.4 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term DOPrOWINGS .....ccccscecccscescscscesescssesesseseseasessassuessstsseseseeseseatessecsessenseeeeaes $ 4844 $ 1,080.4 
Short-term Securitization DOFOWINGS ......ccceccsesesessssccstessesessetecsssssssssetecssessseseees 
Payables to unconsolidated subsidiaries and affiliates ........cccccecsceseseseeecsssseesees 101.0 106.9 
Accounts payable and accrued expenses sb 7,918.4 7,990.9 
Deferred INCOME tAXES......cccccecesecesecseteeees a 871 92.4 
Long-term borrowings is 4,642.5 4,870.9 
Retirement benefits and other liabilities ........ ae 6,448.1 5,346.8 
Liab INtIES MElG: FOR SAG cies SiseSeezscsansdsastannscitacvsnacranesaperenaianyeagstinepavaeasuasegieaeeeertiats 120.4 
TOCA MADINISS ct ieitevcitareceatam eee atetieee ad cemnsignennsnaieeaeaens 19,231.2 19,608.7 
Commitments and contingencies (Note 22) 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 
issued — 536,431,204 shares in 2014 and 2013), at paid-in amount............00 3,675.4 3,524.2 
Common stock in treasury, 190,926,805 shares in 2014 
and 162,628,440 shares in 2013, at COSt...ccccccccscsesesesececscsessesesecscstssseseeees (12,834.2) (10,210.9) 
PLAINED *CANNINGS:s<:7:.saissidisanavestS-ssetesass seivuariatebdae etek Pa nwa rbanieebanewoee ies 22,004.4 19,645.6 
Accumulated other comprehensive inCOME (lOSS) .......ccscsececseecscsesseseetssssseeseeees (3,783.0) (2,693.1) 
Total Deere & Company stockholders’ CQUILY .......cccccesessesstetsessseseestsssesseeeeees 9,062.6 10,265.8 
Noncontrolling Interests s.ccs5 accuse hein Reeders Mieeidnadeiees 2.9 1.9 
Total Stockholders: GQUILY vscsis5csscit es eesscues isi desastedidueessageenepeuaeerarseutueueesennees 9,065.5 10,267.7 
Total Liabilities and Stockholders’ Equity «00.00.0000... cccccceeeeeeteeeeeees $ 28,296.7 $ 29,876.4 








* Deere & Company with Financial Services on the equity basis. 





























FINANCIAL SERVICES 
2014 2013 
$ 1,217.8 $ 480.8 
514.7 4176 
3,554.4 3,555.9 
27,403.7 25,616.2 
4,602.3 4,153.1 
659.0 486.6 
4,015.5 3,152.2 
55.3 58.4 
10.9 10.2 
4.0 4.0 
32.9 375 
64.9 51.3 
648.2 622.2 
$ 42,783.6 $ 38,646.0 
$ 7.5854 $ 7,708.5 
4,558.5 4,109.1 
3,633.7 3,470.8 
2,027.0 1,849.8 
3444 369.1 
19,738.2 16,706.8 
82.8 74.1 
37,969.4 34,288.2 
2,023.4 1,956.3 
2,811.8 2,337.3 
(20.7) 64.2 
4,814.2 4,357.8 
4,814.2 4,357.8 
$ 42,783.6 $ 38,646.0 








The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in 
Note 1 to the consolidated financial statements. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at 


the consolidated financial statements. 
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31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


STATEMENT OF CASH FLOWS 
For the Years Ended October 31, 2014, 2013 and 2012 
(In millions of dollars) 


Cash Flows from Operating Activities 
NEUINCOMG:.c..cnucnincaiinaniuniinahen nin minuaines: 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Provision (Credit) for Credit IOSSCS.......cccecccseeeeecssssseesesees 
Provision for depreciation and amortization 
MPAIMENT CHANGES swiss sieesseeeuensceandaeoseenmeneneiamee aenverets 
Undistributed earnings of unconsolidated subsidiaries 
ANCAMMACS g:, winstsninarachi dian nihuninenntens 
Provision (credit) for deferred inCOME taX€S .........ccceeeeeees 
Changes in assets and liabilities: 
Trade TECCIVADIES 5 iiss: isesecesuetareres itnierssaebeaktedaiveitieddteiiaaen 
Insurance receivables 
INVOMIONIOS issi0: cttssdeaxsessdsieiance 
Accounts payable and accrued eXPenseS ........ccccceceeeeeees 
Accrued income taxes payable/receivable.......cccscceeeees 
Retirement OGNeCtils sete. cacereitesitetcctiAnalceameinentganes 











Net cash provided by operating activitieS.........cceees 


Cash Flows from Investing Activities 

Collections of receivables (excluding trade and wholesale) .......... 
Proceeds from maturities and sales of marketable securities....... 
Proceeds from sales of equipment on operating leases ............+. 
Proceeds from sales of businesses, net of cash Sold... 
Cost of receivables acquired (excluding trade and wholesale)...... 
Purchases of marketable S@CUTItICS ........ccccccceeeetetersteeeeees 
Purchases of property and EQUIPMENT... 
Cost of equipment on operating leases ACQUIred .........cceeeeeees 
Increase in investment in Financial ServiCeS.........cccccceeeeees 
Acquisitions of businesses, net of Cash aCquired.......cccccececee 
Increase in trade and wholesale receivables .........cccecceeeeeees 





Net cash used for investing activities 


Cash Flows from Financing Activities 

Increase (decrease) in total short-term borrowings 
Change in intercompany receivables/payables.......... 
Proceeds from long-term DOrrOWINS.......cccceceeseeees 
Payments of long-term DOrOWINGS .......ccecececeesesesseeeeeeeeeeeees 
Proceeds from issuance of COMMON StOCK.........:ccceeeeteeeeees 
Repurchases of common stock 
Capital investment from Equipment Operations ..........cccccee 
DIVIDENAS Paid ;..:..c:.ereisscieceussstececssesseesestesdenscstesbessseverbeernsvarseees 
Excess tax benefits from share-based compensation... 











Net cash provided by (used for) financing activities......... 


Effect of Exchange Rate Changes on Cash 
and Cash Equivalents ............0...cccccccccceeeesreeeee 


Net Increase (Decrease) in Cash and Cash Equivalents ..... 
Cash and Cash Equivalents at Beginning of Year................ 


Cash and Cash Equivalents at End of Year....................0.0. 


* Deere & Company with Financial Services on the equity basis. 





























EQUIPMENT OPERATIONS* 
2014 2013 2012 
$ 31633 $ 35376 $ 3,071.6 
29 10.8 6.0 
795.7 733.0 643.1 
95.9 102.0 33.4 
(463.4) (369.0) (413.7) 
(236.4) (204.6) (115.7) 
231.5 26.1 (255.0) 
496.2 (69.6) (947.6) 
(277.0) 470.5 887.0 
330.5 84,2 (102.7) 
323.0 241.6 71.2 
70.0 106.0 70.5 
4,532.2 4,668.6 2,948.1 
1,000.1 800.1 200.1 
345.8 22.0 30.2 
(504.1) (911.1) (802.2) 
(1,045.2) (1,155.2) (1,316.2) 
66.8) (121.6) (264.1) 
(83.5) 
98.6) (120.0) (95.6) 
(368.8) (1,569.3) (2,247.8) 
65.8) 36.0 (36.4) 
(367.5) (2,007.2) 45.5 
60.7 282.9 2,521.5 
(819.1) (191.0) (220.1) 
149.5 174.5 61.0 
(2,731.1) (1,531.4) (1,587.7) 
(786.0) (752.9) (697.9) 
30.8 50.7 30. 
(277) (40.1) (32.7) 
(4,556.2) (3,978.5) 83.3 
(61.3) (5.4) (63.2) 
(454.1) (884.6) 720.4 
3,023.3 3,907.9 3,187.5 





$ 2,569.2 $ 3,023.3 


$ 3,907.9 



































FINANCIAL SERVICES 
2014 2013 2012 
$ 6245 $ 565.0 $ 4603 
35.2 9.7 (.9) 
574.9 492.2 439, 
(1.7) (.9) (1.3) 
(43.7) 32.0 23.9 
(149.9) 263.4 (338.5) 
263.3 (207.9) 382.1 
124 (3.8) 30.4 
13.9 20.4 (7.9) 
(77) 735 (109.9) 
1,320.9 1,243.6 877.4 
16,772.0  15,440.0  14,320.7 
22.4 43.8 40.2 
1,091.5 936.7 799.5 
(19,015.3) (18,792.7) (16,730.2 
(110.5) (115.2) ~~ (120.0 
(3.1) (3.2) (3.1) 
(2,684.2) (2,107.2) (1,562.0 
(782.0) (1,152.7) (1,518.5 
(4711) (94.5) 138.8 
(4,756.3) (5,845.0) (4,634.6 
155.0 2,713.5 931.3 
3675 2,007.2 (45.5) 
8171.3 4,4511 8,120.5 
(4,390.0) (4,767.4) (5,175.9) 
66.8 121.6 264.1 
(150.0) (186.0) (43.5) 
(35.9) (19.2) (33.6) 
41847  4,3208 4,017.4 
(12.3) 174 24.4 
737.0 (263.5) 284.6 
480.8 744.3 459.7 





$ 1.2178 $ 480.8 $ 744.3 








The supplemental consolidating data is presented for informational purposes. The “Equipment Operations’ reflect the basis of consolidation described in 
Note 1 to the consolidated financial statements. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive 


at the consolidated financial statements. 


DEERE & COMPANY 


SELECTED FINANCIAL DATA 
(Dollars in millions except per share amounts) 






































2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 
Net Sales ANd FEVENUES.....ccccecececeescstseseetecersees $36,067 $37,795 $36,157 $32,013 $26,005 $23112 $28,438 $24,082 $22148 $21,191 
Net SAlGS....cccccccscecscsesesesececscscsesesescsvsessseeeses 32,961 34,998 33,501 29,466 23,573 20,756 25,803 21,489 19,884 19,401 
Finance and interest inCOMe wo... cece 2,282 2,115 1,981 1,923 1,825 1,842 2,068 2,055 W770 1,440 
Research and development expenseS............00 1,452 1,477 1,434 1,226 1,052 977 943 817 726 677 
Selling, administrative and general expenses ...... 3,284 3,606 3,417 3,169 2,969 2,781 2,960 2,621 2,324 2,086 
INTGPESE EXPCNSO'sicsnisss.dcseassccesidens versions vencsdestiel 664 741 783 759 814 1,042 1,137 1,151 1,018 761 
Income from continuing operations® .........ccce 3,162 3,537 3,065 2,800 1,865 873 2,053 1,822 1,453 1,414 
Net INCOME™ vo. cecccccesesssececscsssssesetecseseseseesevses 3,162 3,537 3,065 2,800 1,865 873 2,053 1,822 1,694 1,447 
Return ON Net SAlOS.....ccccccesececscscseseeeeeeeesees 9.6% 10.1% 9.1% 9.5% 7.9% 4.2% 8.0% 8.5% 8.5% 7.5% 
Return on beginning Deere & Company 
Stockholders’ CQUILY ......cccscccseeteeeeeeeees 30.8% 51.7% 45.1% 44.5% 38.7% 13.4% 28.7% 24.3% 24.7% 22.6% 
Comprehensive income (lOSS)* .....cccccececeeeeeeeees 2,072 5,416 2,171 2,502 2,079 (1,333) 1,303 2,201 1,795 1,463 
Income per share from 
continuing operations — basic® ........c.cececeee $ 871 $ 918 $ 772 $ 671 $ 440 $ 207 $ 476 $ 405 $ 311 $ 290 
—diluted* ww. 8.63 9.09 7.63 6.63 4.35 2.06 4.70 4.00 3.08 2.87 
Net income per share — DaSic® .....cccccecececeeeeees 8.71 9.18 712 6.71 4.40 2.07 4.76 4.05 3.63 2.97 
—dilUted* oes 8.63 9.09 7.63 6.63 4.35 2.06 4.70 4.00 3.59 2.94 
Dividends declared per Share .......ccceeceeseeeees 2.22 1.99 1.79 1.52 1.16 112 1.06 91 18 601% 
Dividends paid Per SHAVE.......cccccseseeeeeceesesees 2.13 1.94 1.74 1.41 114 112 1.03 85'h 14 59 
Average number of common 
shares outstanding (in millions) — basic .......... 363.0 385.3 3971 417.4 424.0 422.8 4314 449.3 466.8 486.6 
—diluted........ 366.1 389.2 401.5 422.4 428.6 424.4 436.3 455.0 471.6 492.9 
TOA ASSOtS iscsi ecsstaechevesedecev eee bis iet bbaats $61,336 $59,521 $56,266 $48,207 $43,267 $41,133 $38,735 $38,576 $34,720 $33,637 
Trade accounts and notes receivable — net......... 3,278 3,758 3,799 3,295 3,464 2,617 3,235 3,055 3,038 3,118 
Financing receivables — N@t........ccccceeeeeceees 27,422 25,633 22,159 19,924 17,682 15,255 16,017 15,631 14,004 12,869 
Financing receivables securitized — net...........00 4,602 4153 3,618 2,905 2,238 3,108 1,645 2,289 2,371 1,458 
Equipment on operating leases — net... 4,016 3,152 2,528 2,150 1,936 1,733 1,639 1,705 1,494 1,336 
[VO RIONOS veecstesstsenteevecs ted taasshocarntea iapteenics 4,210 4,935 5,170 4,371 3,063 2,397 3,042 2,337 1,957 2,135 
Property and equipment — Net......ccccecceeeeeceees 5,578 5,467 5,012 4,352 3,791 4,532 4128 3,534 2,/64 2,343 
Short-term borrowings: 
Equipment operations 434 1,080 425 528 85 490 218 130 282 678 
Financial serviceS.........00.. 7,585 7,709 5,968 6,324 5,241 3,537 6,621 7,495 5,436 4,732 
[ (cit: boner ere epee ne Sete eCEE mnrOr 8,019 8,789 6,393 6,852 5,326 4,027 6,839 7,625 5,718 5,410 
Short-term securitization borrowings: 
Financial SErViCES.....cccccseecetececssseeesetereesees 4,559 4,109 3,575 2,777 2,209 3,132 1,682 2,344 2,403 1,474 
Long-term borrowings: 
Equipment operations........ccccccesscscseeeeeeees 4,643 4,871 5,445 3,167 3,329 3,073 1,992 1,973 1,969 2,423 
Financial SErVICES.....ccccesececececscsesesesetereseees 19,738 16,707 17,008 13,793 13,486 14,319 11,907 9,825 9,615 9,316 
WOU) yctteseetteterttd thded dienieekiesns 24,381 21,578 22,453 16,960 16,815 17,392 13,899 11,798 = 11,584 11,739 
Total Deere & Company stockholders’ equity ...... 9,063 10,266 6,842 6,800 6,290 4,819 6,533 7,156 7,491 6,852 
Book value Per ShAre™.....ccccceceeeeeesesteteteces $ 26.23 $ 2746 $ 1764 $ 16.75 $ 1490 $ 1139 $ 1547 $ 1628 $1648 $ 14.46 
Capital expenditures $ 1,004 $ 1132 $ 1,360 $ 1,050 $ 795 $ 767 $ 1117 $ 1025 $ 774 $ 512 
Number of employees (at year @Nd) ......eceeeees 59,623 67,044 66,859 61,278 55,650 51,262 56,653 52,022 46,549 47,423 


* Attributable to Deere & Company. 
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Deere & Company 
One John Deere Place 
Moline, Illinois 61265 
(309) 765-8000 
www.JohnDeere.com 





